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PREFACE. 


In  the  preparation  of  the  following  work,  it  has  been  my 
hope,  while  furnishing  a  Manual  of  Political  Economy, 
which  should  present  clearly  and  intelligibly  the  leading 
principles  of  the  science,  to  afford  a  füll  and  thorough 
analysis  and  description  of  the  different  currencies  used  in 
the  commerce  of  the  world,  especially  to  exhibit  the  nature 
and  efFects  of  the  mixed-currency  System  of  the  United 
States. 

Regarding  the  instrumenta  of  exchange  as  essential,  not 
only  to  the  largcst  production,  but  to  an  equitable  distribu- 
tion  and  advantageous  consumption,  of  wealth,  I  have  long 
feit  that  a  work  was  needed  which  should  give  more  promi- 
nence  to  the  subject  of  money  and  currency  than  it  has 
herctofore  received.  I  have  searched  in  vain  for  any  work 
on  Political  Economy,  domestic  or  foreign,  which  even 
attempted  such  a  complete  view  of  the  monetary  question,  in 
all  its  bearings,  as  it  appears  to  me  to  demand.  Especially 
does  such  a  work  seem  to  be  called  for  at  the  present  time, 
when  there  are  more  conflicting  views  and  wider  diflFerences 
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of  opinion  among  professors  of  economic  science  on  this 
eubject,  and  more  populär  ignorance  and  misconception, 
than  on  any  othcr.  To  pass  lightly  over  a  matter  so  impor- 
tant,  so  interwoven  with  all  the  great  interests  of  society, 
has  seemed  to  me  a  great  wrong  to  those  who,  as  scholars, 
are  expected  to  prepare  themselves  for  active  duties  and 
responsible  positions,  and,  as  Citizens,  are  to  decide  by  their 
votes  the  financial  policy  of  the  country. 

In  1857, 1  endeavored,  in  a  series  of  articles  upon  Politi- 
cal  Economy,  in  the  (New  York)  "  Mcrchants'  Magazine,"  to 
show  the  nature  and  efFects  of  mixed  currency,  and  its 
practical  influence  upon  trade  and  industry.  This,  so  far 
as  I  know,  was  the  first  attempt  of  the  kind.  These 
articles,  in  connection  with  other  matter  appertaining  to  the 
same  subject,  were  published  in  pamphlet  form  in  December 
of  that  year.*  In  1859,  a  small  but  excellent  work  on  Politi« 
cal  Economy  appeared,  from  the  pen  of  Professor  Bascom, 
of  Williams  College,  presenting  the  currency  question  with 
great  correctness,  but  with  such  brevity  as  not,  in  my  view, 
fully  to  meet  the  wants  of  the  public.  Within  the  present 
year,  and  since  this  work  has  been  mostly  in  manuscript,  a 
manual  has  been  published  by  Professor  Perry,  also  of  Wil- 
liams College.  It  is  a  work  of  great  merit ;  the  chapter  on 
Foreign  Trade  being  the  most  able  essay  upon  that  subject 
which  has  fallen  under  my  Observation.  The  work  contains 
sound  views  in  regard  to  currency,  and  a  more  extendcd 
discussion  than  any  that  has  preceded  it;  yet  it  does  not 
give  so  füll  analysis  as  I  had  already  prepared,  such  as  it 
seems  to  me  one  work,  at  lea$t,  should  contain. 

*  Walker  on  Money  and  Mixed  Currency,  88  pp. 
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And  here  I  would  recognize  the  earnest  and  cfficient 
labors  of  William  M.  George,  of  Philadelphia,  who  published 
in  1841-2  "  A  Journal  of  Banking,"  and  subsequently  "  A 
Short  History  of  Paper  Money,"  in  both  of  which  he  pre- 
sented  an  immense  array  of  facta,  statistics,  and  argumenta, 
ealculated  to  awaken  inquiry.  He  was  the  pioneer  in  the 
great  work  of  calling  public  attention  to  the  effects  of  such 
a  Substitute  for  money ;  and  his  labors  are  appreciated  in 
this  country  and  Europe,  by  those  acquainted  with  his 
writings. 

Nor  would  I  fail  to  acknowledge  the  valuable  Services 
rendered  to  this  department  of  the  science  by  a  profound 
Student  and  able  writer  in  our  public  Journals,  over  the  sig- 
nature  of  "  Bullioni8t,,,  whose  untiring  efforts  have  done 
very  much  to  diffuse  correct  ideas  in  regard  to  the  nature 
of  money  and  currency. 

I  presume  many  persons  will  feel  that  a  larger  space  has 
been  given  to  currency  than  properly  belongs  to  it.  To  this 
I  can  only  reply,  that  nothing  is  inserted  not  deemed  rele- 
vant and  essential  to  a  complete  understanding  of  the 
question  at  issue,  in  all  its  relations.  Statistics,  facts,  and 
diagrams  have  been  introduced  to  substantiate  the  princi- 
ples  announced,  and  impress  their  truthfulness. 

It  may  be  thought,  that  too  many  and  too  minute  details 
have  been  given  in  regard  to  trade  and  business  aflairs ;  but 
experience  has  shown  me,  th&t  we  cannot  safely  assume 
that  the  students  of  a  College,  or  the  masses  of  the  people, 
are  so  well  informed  in  regard  to  these  matters  as  to  make 
such  explanations  and  illustrations  unnecessary. 

Another  motive  that  has  inüuenced  my  mind  in  the 
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preparation  of  this  volume  has  bcen  the  desire  to  produco 
a  work  especially  accessible  aiid  uscful  to  busincss  men, 
merchants,  manufacturers,  &c.  They  have  a  deep  and 
immodiate  personal  interest  in  all  cconomical  questions,  and 
need  particularly  to  be  fully  informed  of  the  character  of 
that  instrumentality  by  which  exchanges  are  inade,  and 
obligations  discharged.  They  are  not  prepared  for  the 
responsibilities  and  hazards  of  their  several  eallings,  unless 
they  fully  eomprehend  Üie  causes  which  operate  to  increase 
or  depress  trade,  to  assure  or  endanger  credit,  to  expand  or 
contract  currency.  Political  Economy  may  be  considered 
as  emphatically  a  Business  science. 

But,  while  a  knowlcdge  of  the  laws  of  wealth  is  especially 
desirable  and  useful  for  particular  classes  and  professions, 
it  is  obvious  that  the  masses  of  the  people  should  have  an 
intelligent  understanding  of  its  principles.  In  a  country 
where  suffrage  is  universal,  every  man  is  virtually  a  law- 
giver.  His  opinions  will  influence*  Ins  action  in  his  choiee 
of  those  who  are  to  deeide  the  policy  of  the  government, 
which  will  be  but  the  general  expression  of  the  populär  will. 
Every  man  has  his  ideas  of  currency,  trade,  and  finance ; 
and,  however  iinperfect  or  mistaken,  they  influence  his  polit- 
ical action.  Hence  the  great  desirableness  of  a  general 
diffusion  of  sound  views  upon  all  questions  appertaining  to 
the  economical  interests  of  the  country. 

That  Political  Economy  is.  a  science  having  nothing  to  do 
with  morals  or  religion,  not  in  any  way  appertaining  to 
human  welfare,  except  so  far  as  relates  to  the  produetion 
and  aecumulation  of  wealth,  is  a  common  opinion ;  but  it 
may  be  fearlessly  asserted,  that  no  other  science  is  so  inti- 
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mately  connected  with  the  destiny  of  the  human  race,  in  its 
highest  and  most  endnring  interests.  Such  has  been  tHe 
uniform  testimony  of  those  in  the  clerical  profession  who 
have  given  special  attention  to  its  teachings.  Dr.  Chal- 
mers,  while  he  held  the  chair  of  Divinity  in  the  University 
of  Edinburgh,  gave  lectures  upon  Political  Economy.  In 
the  preface  to  the  volume  he  published  upon  the  subject,  he 
says,  "  We  cannot  bid  adieu  to  Political  Economy  without 
an  earnest  recommendation  of  its  lessons  to  all  who  enter 
upon  the  ecclesiastical  profession."  Rev.  Dr.  Bethuno,  in 
his  address  before  the  Literary  Society  of  Yale  College, 
1845,  spoke  of  Political  Economy  "as  that  philanthropic 
science,  which,  next  to  the  gospel,  whose  legitimate  offspring 
it  is,  will  do  more  than  any  thing  eise  for  the  elevation  and 
fraternization  of  our  race."  Bishop  Whately  was  heard  to 
remark,  a  short  time  before  his  death,  that. "  no  theological 
seminary  should  be  without  its  chair  of  Political  Economy." 
Agreeing  fully  with  the  opinions  expressed  by  these  emi- 
nent men,  I  have  feit  desirous,  throughout  the  following 
work,  to  show  how  perfectly  the  laws  of  wealth  accord  with 
all  those  moral  and  social  laws  which  appertain  to  the 
higher  nature  and  aspirations  of  man. 

Taxation  in  all  its  forms,  as  imposed  by  national,  State,  or 
municipal  authority,  has  received  a  large  share  of  attention 
in  this  work.  The  great  change  that  has  taken  place  in  the 
fiscal  condition  of  the  country,  by  which  the  different  modes 
of  raising  revenue  have  become  matters  of  the  first  impor- 
tance  to  every  Citizen,  has  been  an  inducement  to  enter 
more  fully  into  details  than  usual  with  writers  on  the 
general  science  of  public  economy.    The  American  System 
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of  taxation  is  more  complex,  perhaps,  than  any  other,  from 
thfe  fact  of  its  triple  character;  that  on  the  part  of  the 
general  government  beiug  both  direct  and  indirect,  while 
that  by  State  and  munieipal  authorities  is,  in  the  main, 
direct,  upon  property  and  polls.  The  National  Debt  and 
Public  Finances  oecupy  that  position  in  the  present  work 
which  their  importance  seems  to  require.  The  subjeet  may 
almost  be  regarded  as  a  new  one  in  this  country. 

Beferences  are  made  in  this  work  to  the  writings  of  the 
late  M.  Frederick  Bastiat.  Ko  author  of  4he  present  age 
has  done  more  to  dispel  populär  delusions,  and  expose  pop- 
ular  sophisms, — especially  in  bis  own  country,  France.  It 
would  be  well  if  his  writings  were  more  exteusively  read  in 
this  country :  and  the*  republication  of  his  "  Harmonies  of 
Political  Economy "  here  would  be  a  great  benefaction  to 
the  public. 

We  are  already  furnished  with  the  Taluable  work  of  John 
Stuart  Hill,  who  is  undoubtedly  the  ablest  of  lhing  writers. 
TV>ugh  more  especially  adapted  to  European  than  American 
use  in  the  application  of  economic  principles«  it  is  exten- 
srrely  read  in  this  country.  While  the  science  of  wealtk 
is  always  and  everywhere  the  same.  it  is  equally  true  that 
oertain  subjeet»  of  which  it  treats  have  a  more  practica! 
inietest  in  one  country  than  another;  and.  of  course,  the 
importance  attached  to  different  toptes  will  be  determined 
by  that  consideration.  Pauperism»  and  the  economy  of  the 
poor4aws*  mar  be  a  matter  of  deep  concern  where  a  firight» 
hl  proporoan  of  the  people  are  dependent  upon  public 
ity,  bot  of  Eitle  cottsequenee  where  Tery  few,  as  in  this 
>  are  fc*od  in  that  condioon.    It  is  for  thk 
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that  each  Community,  while  recognizing  precisely  the  same 
economic  laws,  fiads  that  the  subjects  to  which  they  may  be 
applied  vary  greatly  in  importance. 

I  cannot  claim  for  myself  any  peculiar  qualifications  for 
the  work  I  have  undertaken.  Some  twenty  years  of  my 
early  life  were  devoted  to  pursuits  connected  with  the  trade 
and  manufacturing  indnstry  of  the  country,  while  a  longer 
period  has  since  been  devoted  to  the  study  of  the  laws  of 
wealth.  A  practica!  knowledge  of  business  and  banking 
afiairs  generally,  and  a  most  earnest  and  persistent  search 
for  the  truth  in  all  matters  appertaining  to  my  favorite  sci- 
ence,  are  the  only  claims  I  have  to  the  attention  of  the 
public. 

I  should  do  injustice  to  my  own  feelings,  if  I  did  not 
acknowledge  the  valuable  assistance  of  my  son,  Colonel 
Francis  A.  Walker,  late  of  the  volunteer  service  of  the 
United  States,  without  whose  aid  it  would  have  been  nearly 
impossible,  amid  other  avocations,  to  complete  this  work. 

A.  W. 

North  Brookfield,  Mass.,  1866. 
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CHAPTER  I. 

CHARAGTEB     OF    THE     SGIENGE. 

Political  Economy  is  the  Science  of  Wealth,  and  pro- 
fesses  to  teach  the  laws  by  which  the  production  and  con- 
sumption  of  wealth  are  governed. 

The  term,  "  political  economy,"  is  not  a  fortunate  one, 
since  it  leads  the  populär  mind  to  a  misapprehension  of 
what  the  science  actually  teaches,  and  confounds  it  with 
poütics,  or  the  science  of  government,  from  which  it  is 
distinct. 

The  relations  into  which  these  sciences  enter  are  volun- 
tary,  and  for  the  supposed  advantage  of  both,  not  from  any 
logical  necessity  to  complete  either.  A  just  and  efficient 
government  of  the  State  is  important  to  realize  the  largest 
development  of  wealth,  but  only  as  a  condition  under  which 
the  laws  of  wealth,  already  complete  and  harmonious,  may 
have  their  own  proper  sway. 

Government  cannot  furnish  a  new  power  in  man,  or  a 
new  agency  in  nature.  It  can,  to  a  certain  extent,  control 
the  exercise  of  existing  power,  and  the  use  of  existing 
agencies ;  but  it  can  control  only  by  limiting  them.  Noth- 
ing is  added  through  legislation.    The  science  of  wealth  is 
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complete  in  its  own  principles.  thoogh  thc  statesman  maj 
think  it  polier  to  contravene  them  for  a  sopposed  good. 
Political  economy  is.  then.  silent  before  the  law. 

The  science  of  wealth  woold  be  no  less  complete  and  cer- 
tain.  sbould  the  action  of  government  render  the  creation 
or  possession  of  wealth  imposante.  The  science  woold  rin- 
dicate  itseif  br  sajing.  thafc.  when  wealth  is  created.  it  must 
be  as  mr  laws  determine-  The  independenee  of  these 
sciences  does  not  implr  that  tber  are  indifferent  to  each 
other.  The  staresaiaa  mos*  oasok  the  eooaomist  at  everr 
step.  if  he  woold  ose  the  powers  of  ewernmeat  to  national 
advaataär^  *ad  lesridate  in  aeeoedaace  with  the  natural 
laws  of  wealth.  and  to  the  advancefnesL«  of  the  naaooal  in- 
dasanr-  It  is  nos  ratended  here  to  eoSeoee  thäs  as  a  dotr, 
bot  to  show.  bj  these  reanarks.  the  rdfcaxwtt  of  the  ssasesmaa 
to  the  >>c»*üKe  we  are  to  iaTC&i&aae« 

P«£äcal  eeoecmj  teaebos  tfee  reia&ca  of  ma  to  tbose 
o&*o&s  «df  fcas  Wesire  whkh  he  <caa  «taasx  o&rc  $y  fees  e£wt&. 
He  has  wazas:  be  nee*i>  fa*d«  ekshi».  im  sfe&er:  he 
wistas  Bsa&r  TfrrEgs  öc<  rsal  to  hiau  Twf&ber»  these  cen- 
stamm*-  lös  wasaiSw  ia  the  riew  of  p^hka!  ««QKa&r.  Tfcs  is 
«b*  fca  5*n  of  tfe*  saeMe..  I*  is  the  &*&z?£a?5:a  of  alL 
Tnes*  waxis  «**  ooljr  bt  saäs&d  ir  edfcr&.  T\as  »  the 
»shm  iusu  Bt  =i„  sa&  fccSis  <*&  ibe  l^traattnira  &*iä  ia 
iö*  w*leöv.  1%«-  *>nfic&s  ec  *attb&rck%s  o&sasMC  *«r  tbese 
<s5;r&  ar*  *iaii»OT\öhr  caäe*  imhl  w  i*kw  stäi&s  wbich 
GmszftnBi:  xr>  xb*  w^üas*  rf  saaau  Tbäs  is  *ä»f  t&att  Sara  to 
t*  hiq»L  Tn*  ssreie  of  >a&aMu  wwcät  is  ine*  <«aa- 
|ü*»cl  -h  mkj  !ham&r  aawar  tbu  ans*  is  a  ytwmal 
OTgr*».  an.  raiaftaqmr  ie&i»th^kT4ai«ii :  xfost  «ah  «aäs- 
iusäiiL  otush  a  hpw  waoa*  w&kah  ia  rae»  s**fcs  »s  ^o^me 
iunmni  j&l  «fifiun. 

Lüi  is  naiis:  a  ftcmrf  nnfmmmft  «f  wijai  w*  h»x^  «b> 
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L  The  wants  of  man,  in  which  are  all  the  Springs  of  wealth, 
are  various,  and  change  their  place  and  form  with  times  and  \/ 
circumstances.  But  they  arise  from  his|  nature.  They  are 
a  certain  and  constantly  operating  force.J  They  commence 
with  man's  existence,  and  terminate  only  with  his  life: 
and,  when  all  the  desires  of  the  individual  are  satisfied  in 
the  grave,  $nd  his  labor  paralyzed,  the  wealth  he  lays  down 
in  death  becomes  the  possession  of  other  men,  with  füll 
strength  and  fresh  desires ;  and  so  the  creation  of  wealth 
goes  on  in  ever-increasing  circles,  expandod  by  the  central 
force, — the  wants  of  man.  ^While  the  individual  awakens 
but  slowly  to  the  consciousness  of  his  needs,  gradually 
exhausts  his  activity  in  supplying  them,  and  finally  resigns 
all  as  he  passes  from  life,  we  find  that  the  sum  of  such 
wants  and  energies  experiences  no  diminution  by  an  atom, 
no  Suspension  for  an  instant.  Differing  as  these  do  in  the 
individual,  they  are,  in  the  world,  as  well  ascertained  and 
determinate  as  the  facts  on  which  any  other  science  rests.1 
CWhile  the  one  dement  of  wants  or  desires  is  secured  in 
the  Constitution  of  man's  being,  the  other  element — viz., 
*  the  relation  of  eflFort  or  labor  to  them  —  is  fixed  in  the  con- 
stancy  of  nature,  and  the  permanenco  we  attribute  to  the 
created  world,  —  a  foundation  sure  enough  to  build  upon. "] 

If,  on  the  one  hand,  man's  being  were  so  constituted  that 
his  wants  should  cease,  or  be  intermitted  without  any  reason 
at  the  time,  and  without  any  assurance  of  return,  or  prove 
too  weak  to  move  the  activities  towards  their  satisfaction ; 
or,  on  the  other,  nature  were  so  disposed  that  labor  had  no 
guaranty  of  reward,  resulting  indiflFerently  in  good  to  tlie 
laborer,  or  in  nothingness,  or  in  positive  injury  to  him 
who  performs  it, — we  could  have  no  science  cf  political 
economy. 

But,  as  man's  being  and  nature's  laws  are  found  in  expe- 
rience,  political  economy  is  to  be  regarded  as  a  positive  sci- 
ence. Nothing  in  its  fundamental  principles  is  hypothetical 
or  problematic.    None  of  its  methods  are  whimsical  or  acci- 
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dental.  Each  thing  is  susceptihle  of  olear  deinonstration, 
All  its  parts  are  ealeulahle, 

"Political  economy  plainly  belongs  to  the  same  class  of 
sciences  with  meehanies,  astronomy,  optics,  chemistry,  eiec- 
tricity,  andj  ia  general,  all  thoso  physical  sciences  which 
lmve    reaehed    the    iiiductn<'    StftgB.     Its    |  are  not 

arbitrary  fignients  of  Mio  niind,  fornied  without  reference  to 
concreto  existenccs,  like  those  of  luathematics ;  nor  are  its 
eoiiclusions  inere  generalized  Statements  of  observed  facts, 
like  those  of  tliö  purcly  inductive  natural  seien«  es. "* 

In   liis  o  Horts  to  supply  bis  wauts,  wo  have  said,  man 

l  himself  of  tlia  powers  of  iiature,  the  fertility  of  the 

Barth,  the  ntimulatiitg  «piality  of  the  sun's  rays?  the  ageneies 

ml,  u:iirr,  and  arte&tt, —  all  the  dyniunical  forees  and 

mechameal  sappoi  1 1   it  his  band.    II  e  inust,  therefore,  r 

\\\r<i\  ;uid  km*w  the  laws  hy  which  they  are  govcmed* 
But  such  inquirioi  do  not  come  withiu  the  hehl  of  the  polit- 
ical  eoooomisti  llo  takes  thcni  from  the  hauds  of  the 
physical  philosopfaftr,  ftirnished  to  his  owa  use. 

Let   ns   savt  tlien«   that    hninan   nature  in  its  wants,  the 
vvhirh  supply  them,  and  the  statistles  of  hu- 
man  iiidustry  in  all  its  aiuintVvstutidliSj  are  the  material  of 
Olli' 

Poliücal  eeonomv   r  -nee  whose  laws  may  be  dis- 

l  in  their  opeimtkui,  or  made  pcrplexing  to  Observa- 
tion, hy  the  LegieUtion  of  fcta  stafo.     Nu  «Miaetment  eould 
!  tho  mos  of  the  plane  K  m>r  eould  the  utmost 

tyranuy  of  his  ag;e  obscure  tho  eye  of  the  philosopher  who 
1  Qu  the  revolutiou  of  tho  carth.     So  für  as  political 
eeouomy*  as  ■  ecieooe,  is  physical,  de]  od  the  forecs 

of  natura,  il  trislation.     Sufarasit 

is  moruU  dopend  mg  on  human  mittlre«  it  QU  ln>  hludered  or 
by  laws  not  its  own,     The  desircs  of  man  may  bo 
üifluenced  by  euaetmeuts,  not  made  to  cease,  not  hrought 
into  boing ;  for  they  are  all  in  his  iiature :    they  huve  been 

•  Logic«!  Method  of  Political  Kconamy,  bj  Professor  Cmirne«,  p.  88. 
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creatcd,  and  they  are  indestructible.  But  the  force  of  the 
state,  while  it  is  impotent  to  present  man  with  a  Single  new 
motive,  or  to  erase  one  from  his  mind,  can  yet  modify  and 
control  what  already  exist.  Practically,  this  is  the  great  dis- 
turbing  force  which  political  economy  has  encountered  in  all 
the  past.  Wealth  is  the  constant  subject  of  legislation  often 
in  direct  antagonism  to  its  own  laws. 

The  express  purpose  of  much  legislation  has  been  to 
roform  human  morals  by  an  external  pressure  on  man's  do- 
sires,  or,  at  least,  to  reform  human  manners  by  denying  all 
gratification  of  such  desires ;  and  this,  not  in  the  interest 
of  religion,  or  for  the  safety  of  the  state,  but  in  matters  of 
dress  and  equipage.  Other  legislation  has  sought  to  supply 
supposed  deficiencies  in  human  intelligence,  and  has  substi- 
tuted  blind  laws  for  the  keen  sight  of  personal  interest 
and  business  experience.  Institutions  have  been  created,  or 
have  grown  up,  whose  actual  eflFect  at  the  present  time,  if 
not  their  avowed  design,  is  to  counteract  the  Operation  of 
the  natural  laws  of  wealth ;  and  with  these  institutions  vast 
interests  have  become  allied  in  such  a  manner  as  to  influence 
the  material  welfare  of  a  great  portion  of  the  people.  Hence 
the  laws  of  political  economy  are  not  only  contravened  by 
direct  legislation,  but  are  obstructed  or  perverted  in  many 
ways  by  false  social  and  political  opinions. 

It  will  be  easily  recognized  as  a  part  of  that  human  na- 
ture  of  which  we  have  spoken,  that  the  Promulgation  of 
principles  whose  legitimate  Operation  threatens  the  over- 
throw  of  long-established  abuses,  or  which  interfere  with 
existing  customs,  should  excite  prejudice  and  Opposition. 
This  is  one  of  the  chief  difficulties  the  science  has  had  to 
encounter  from  the  first.  Here  we  have  the  reason  why  it 
has  made  comparatively  little  progress,  and  is  the  only  sci- 
ence that  cannot  obtain  a  candid  and  impartial  examination 
from  the  mass  of  mankind.  It  is  a  long  time  since  chem- 
istry  was  considered  a  diabolical  art,  since  geology  and 
archaeology  were  exCommunicated  as  infidel,  since  the  doc- 
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trine  of  gravitatioa  tu  an  offene*  ia  tb&  ußficrSb  «i£  ü* 
Church ;  tat  prejndke»  and  ignoranee  and  pariä*.  mmso» 
never  oppoafed  econoinical  trntfi*  more  veh**ffli*ncfy  Quin,  ra- 
da/. 

"  A  »ciene*  that  com**  ix*  eontaet  walk  du*  msssnss»  xf 
inen,  wliich  lie*  in  tbe  f*3pon  of  daiij  aesraa  äul  ^ttisant- 
will  find  it*  ttoom*  rnor*  frequentir  <f«sGivat**L  juiü  j» 
proofe  more  j^rwHy  tried,  triam  on&  wbkb  aa*  w*  üi  ^üä. 
ito  relation»  of  ab*tra«t  id^a*,  or  tte  faet*  rf  äßr  ■fiyntii' 
world,  PoJitical  econoin/  i*  not  a  *atz*at  rartinc  tä 
climate  and  vmutry.  Ttore  i*  not  au  KagaA  &i£  jb. 
hurJvvui  yAitUxd  wnvnny  dirtinet  froin  tadk  «rar.  uiL 
in  a  uv&mt»,,  tto  rwirw  of  w\\  ottor*  Tb*  fera**  *f  änr- 
xnan  natura,  tto  Hyptit*  of  prodtirtion,  tfe  anckmeöbr  af 
£*in4,  ar'?  tto  vut&  wtrywtow,  and  kad  U>  tfe*  «ans-  pcm- 
*»f*ka  //  "S-s/ft/ffttU:  vAvm/' — /f<t*com'$  PoläUmE  Maanum^ 

(ff  tto  *Ai%tt\*wy<  of  h  kttowlwl%ti  of  politkal  cenaiuzrr.  cte 
«ua*  writ^r  tfj<i*  *\*r*k*:  "  Tto  knowl*;dge  whkh  is  aB$act& 
i»  '/  a*  J//>j//rUot  and  — if  w*?  ctoo**;  to  inake  that  du-  qh 
— vf  *  u***  i/wAvjtl  vhnr<v:U;r.  W«alth  underlks  aü  räi- 
A*m*oa,  a^'J  vltUfptts'ly,  th<;rofor<;,  in  a  large  measnre.  bock 
kuvwVyi^  aj#d  fdigporj,  1t  i*  among  Ute  lowest.  bot  also 
tito  tiifct;  *Urj/*  (//  **;ial  worlli  and  national  streogth.  We 
mk  not  to  r4m  wi'/tltii  for  Üiat  whidi  it  b  in  iteelf,  bot  for 
tfjat  V/  wh'vM  it  <*u  to  mada  to  miniater.  In  ite  retinae 
&/mti,  or  ra.iJ*;r  m&y  v>hm,  all  intellectual,  social,  and  rdi- 
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Ultimi W WH     OV    WKALTH. 

Havjko  n>/w  giv^>  U^  t|M<j#  gr^at  facto  on  which  the  sei- 
ende U  fmmArA,  H  Iwjnm*  nwwary  to  fix  precisely  the 
tenn*  to  to  «ä*^1  ^  lim  fnrttor  dcvclopment  of  these 
inquiriea,    PotUJW  wmvmy  in  unülw  all  other  sciences  in 
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this,  that  it  has  not  the  Option  of  making  or  choosing  its 
own  terms.  From  the  nature  of  the  case,  it  is  obliged  to 
adopt  words  in  common  use.  It  is  encumbered  with  all  the 
notions,  false  or  loose,  which  may  have  been  attached  to 
those.  It  has  to  speak  of  wealth ;  of  value  and  utility ;  of 
labor  and  capital ;  of  productiori,  exchange,  distribution,  and 
consumption.  These  are  common  phrases.  Each  has  a 
variety  of  meanings  in  populär  language ;  yet,  when  used  in 
the  discussion  of  this  science,  it  must  have  one  meaning  as 
definite,  exclusive,  and  precise  as  the  terms  of  natural  his- 
tory.  The  liability  to  confusion  from  this  source  can  only 
be  guarded  against  by  being  kept  constantly  in  mind. 
Until  the  proper  definitions  become  instinctive,  so  that  they 
arise  freely  in  their  own  shapes  on  the  menjfcion  of  such 
terms,  there  will  be  a  constant  slipping  back,  as  it  were,  to 
their  habitual  meanings  in  common  life.  At  the  best,  the 
laborious  reference  of  the  mind  to  formal  definitions  will 
tend  to  diminish  the  force  of  all  reprcsentations  and  argu- 
menta where  they  appear.  The  greatest  obstacle,  however, 
encountered  by  writers,  is  not  that  arising  through  populär 
prepossessions  in  regard  to  words ;  but  it  is  their  own  mis- 
application  of  language,  confounding  things  essentially  dis- 
tinct,  and  clothing  exact  principles  in  expressions  so  vague 
and  indeterminate  as  to  make  science  impossible. 

We  have  said  that  political  economy  treats  of  wealth ; 
but  what  is  wealth?  In  populär  language,  it  is  houses, 
lands,  ships,  merchandise,  with  a  general  "  and  so  forth," — 
all  that  we  call  property.  In  science,  the  term  "  wealth  " 
includes  all  objects  of  value,  and  no  other. 

A  discussion  of  its  principles  will  be  satisfactory  only  so 
far  as  the  explicitness  and  exclusiveness  of  this  term  is  held 
in  view.  No  apology  is  to  be  given  for  the  definition,  and 
no  Substitute  offered.  The  least  deviation  from  this  line 
will  lead  to  ceaseless  entanglements  and  perplexities. 

The  principle  is  cardinal.     The  science  turns  on  it. 

Political  economy  has  been  called  the  "  science  of  values." 
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No  definition  could  be  more  strictly  accurate ;  but  we  shall 
retain  that  already  given,  as  being  more  populär,  and  as 
nearer  to  the  customary  use  of  tho  words.  It  is,  then,  the 
science  of  wealth,  understanding  that  wealth  consists  of 
objects  of  value  only. 


CHAPTER  m. 

DEFINITION     OP    VALUE. 

What,  then,  is  value  ?  When  does  an  article  or  commodity 
possess  value  ? 

When  it  is  an  object  of  man's  desire,  and  can  be  obtained 
only  by  man's  efforts.  Any  thing  upon  which  these  two  con- 
ditions  unite  will  have  value  ;  that  is,  a  power  in  exchange. 
Value  is  the  exchange  power  which  one  commodity  or 
Service  has  in  relation  to  another. 

.  That  such  a  power  does  exist,  is  not  a  matter  of  dispute. 
Its  influence  is  feit  and  acknowledged  in  every  country, 
civilized  or  savage.  This  it  is  which  excitcs  to  industry, 
creates  commerce,  and  Supports  government.  This  power 
obeys  laws  as  certain  and  immutable  as  those  which  apper- 
tain  to  any  of  the  great  forces  of  nature.  Just  as  man  is 
sure  to  fecl  wants,  to  put  forth  efforts,  to  roalize  satisfac- 
tions ;  so  he  is  sure  to  be  found  exchanging  an  excess  for  a 
novelty,  a  home  product  for  that  which  comes  from  abroad, 
the  work  of  bis  mind  for  the  work  of  another's  body. 

Again  let  us  remark,  that  the  term  "  value  "  always  ex- 
presses  precisely  power  in  exchange,  and  no  other  power  or 
fact.  Desirabloness  is  not  value.  Utility  is  not  value.  No 
objects  are  more  useful  and  desirable  than  atmospheric  air, 
the  light  of  day,  the  heat  of  the  sun ;  yet  these  have  no  value. 
They  will  exchange  for  nothing,  because  any  one  may  have 
all  he  wishes  without  effort. 
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An  object,  to  possess  valuo,  must  be  desired  by  some  one 
who  is  willüig  to  render  a  service  or  equivalent  in  order  to 
obtain  it,  for  the  reason  that  he  cannot  have  it  without.  It 
is  what  a  man  gets,  what  another  will  give,  that  determines 
value.  The  use  of  this  term,  in  its  strictest  sense,  is  of  the 
utmost  importance.  If  confounded  with  any  thing,  or  taken 
into  any  partnership,  the  whole  science  is  thrown  into  con- 
fusion. 

It  has  been  common  for  writers  to  speak  of  exchangeable 
value,  intrinsic  value,  value  in  use,  <fcc. ;  but  all  these  terms 
are  inappropriate.  Tlie  adjectives  are  superfluous :  they 
have  no  significance  whatever.  To  speak  of  exchangeable 
value  is  to  speak  of  exchangeable  exchangeability.  The 
term  "  value,"  in  the  science  of  values,  always  implies  power 
in  exchange,  and  nothing  eise. 

Of  all  the  writers  on  the  subject,  no  one  seems  to  have 
been  more  füll  and  clear  in  the  definition  and  illustration 
of  value  than  M.  Bastiat,  in  his  "  Harmonies  of  Political 
Economy:" — 

"Theorists  have  set  out,  in  the  first  instance,  by  confounding 
value  with  Utility.  This  was  thetr  first  error ;  and,  when  they 
perceived  the  consequences  of  it,  they  thought  to  obviate  the  diffi- 
culty  by  imagining  a  difference  between  value  in  use  and  value  in 
exchange,  —  an  unwieldy  tautology,  which  had  the  fault  of  attach- 
ing  the  same  word  ' value*  to  two  opposite  phenomena"  (p.  161). 

"  The  theory  of  value,"  he  further  says,  "  is  to  political  economy 
what  numeration  is  to  arithmetic.  Value  is  the  Relation  of  two 
Services.  The  idea  of  value  entered  into  the  world  for  the  first 
time  when  a  man  said  to  his  brother,  '  Do  this  for  me,  and  I  will 
do  this  for  you ; '  they  had  come  to  an  agreement :  then,  for  the 
first  time,  we  could  say  the  two  Services  exchanged,  — were  worth 
each  oiher" 

The  case  of  the  blind  man  and  the  paralytic  is  given  in 
illustration.  The  blind  man  says,  "  I  have  limbs :  you  have 
eyes.  I  will  carry  you:  you  shall  be  my  guide."  Each 
receives  a  benefit ;  their  Services  are  exchanged, — valued  by 
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euch  other,  Here  we  have  valne  appearing,  not  in  material 
wealth,  bnt  in  terviees;  yet  the  principe  b  just  tbe  same  as 
when  the  hattet  say«  Xo  the  bootmaker,  "  I  will  give  you  a 
hat  for  a  pair  of  boota,"  and  they  change  accordingly.  They 
really  exchange  their  mntual  Services,  which  have  been  put 
Into  the  form  of  material  objecto. 
Another  Illustration  is  given  :  — 

11 T  wish  for  water  to  quench  my  thirst ;  I  go  two  miles  to  the 
spring,  and  get  lt.  My  neighbor  goes  on  the  same  errand.  I  gay 
to  hlm,  *  Bring  nie  water,  and  1  will  do  something  in  the  mean  time 
for  jrou  j  1  will  teach  your  child  to  «pell/  Here  is  the  exchange  of 
two  Nervice»  \  one  I»  worth  the  other.  Presently,  I  say  to  my 
neighbor,  *  Instcad  of  teach ing  your  child  while  you  are  gone  for 
the  water,  I  will  pay  you  twopence  each  time.'  If  the  proposal  is 
accepted,  we  say  the  Service  is  worth  twopence.  If  others  in  the 
neighborhnod  employ  the  same  man  to  bring  water,  he  becomes  a 
water-tnerchant  \  and  the  value  of  water  is  as  fully  recognized  as 
the  value  of  wheat.  The  water,  at  flrst  valueless,  is  now  an  article 
of  wenlth.  tt  hau  not  changcd  its  chemical  qualitics,  but  Services 
have  bccome  nmtcrializod,  or  incorporated  with  it.  If  the  well,  in 
the  case  supposcd,  wero  brought  nearer  to  the  village,  the  value 
of  the  water  would  bo  rcduced*  because  less  labor  or  Service  would 
be  requlred  to  obtain  it." 

8nppose  an  aqueduct  built  by  the  Joint  labor  of  the  Com- 
munity» The  business  of  the  human  water-carrier  has  ceased ;  but 
not  the  lern  is  the  value  of  the  water,  delivcred  at  the  door,  the 
product  of  labor.  The  labor  has  been  invested  with  a  permanent 
form*  as  pipos,  walls  of  masonry,  gates,  &c  Labor  has  been  accu- 
mnlited  for  the  purpose,  instead  of  using  the  hourly  labor  of  tho 
water-oarrier.  The  industry  of  the  bricklayer  and  the  plumber 
oarrio*  water  y*ars  after  they  ceased  to  work  on  the  aqueduct. 

We  have  said  that  it  was  not  the  properties  of  the  water  that 
gave  value ;  no  more  does  the  value  reside  in  the  mere  deliveary  of 
the  same.  The  water-works  of  some  regions  fhrnish  them  water 
on  the  ground,  at  the  rate  of  a  millien  and  a  half  sqnare  feet  a  day 
to  each  square  league.  Yet  the  water  has  no  value  there,;  for  the 
agwcies  empk>yed  are  not  the  labor  of  man,  but  the  currents  of  air, 
—  NatureV  pipes  and  conduits. 
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The  diamond,  as  M.  Bastiat  obeerves,  makes  a  great  figure 
in  works  on  political  economy.  It  is  adduced  as  an  Illustra- 
tion of  the  laws  of  value,  or  of  the  supposed  disturbance  of 
those  laws;  and,  as  he  gives  a  more  füll  and  satisfactory 
explanation  of  the  cause  of  value»  in  a  diamond  than  any 
other  writer,  we  shaU  quote  his  words :  — 

"I  take  a  walk  along  the  sea-beach,  and  I  find  by  chance  a 
magnificent  diamond.  I  am  thus  put  in  possession  of  great  value. 
Why  ?  Am  I  about  to  confer  a  great  benefit  on  the  human  race  ? 
Have  I  devoted  myself  to  a  long  and  laborious  work?  Neither  the 
one  or  the  other.  But,  undoubtedly,  because  the  person  to  whom  I 
transfer  it  considers  that  I  have  rendered  him  a  great  Service, — all 
the  greater  that  many  rieh  men  desire  it,  and  I  alone  can  render  it 
The  grounds  of  his  judgment  may  be  controverted.  Be  it  so.  It 
may  be  founded  in  pride  or  vanity.  Granted  again.  But  this 
judgment  has  nevertheless  been  formed  by  a  man  who  is  disposed 
to  act  upon  it,  and  that  is  sufficient  for  my  argumenta  Far  from 
the  judgment  being  based  on  a  reasonable  appreciation  of  Utility, 
we  may  allow  that  the  very  reverse  is  the  case.  Ostentation  makes 
great  sacrifices  for  what  is  utterly  useless.  In  this  case,  the  value, 
far  from  bearing  a  necessary  proportion  to  the  labor  performed  by 
the  person  who  renders  the  service,  may  be  said  rather  to  bear 
proportion  to  the  labor  saved  to  the  person  who  reeeives  it  This 
general  law,  Which  has  not,  so  far  as  I  know,  been  observed  by 
theoretical  writers,  nevertheless  prevails  universally  in  practica. 

"  The  transaction  relative  to  the  diamond  may  be  supposed  to 
give  rise  to  the  following  dialogue:  — 

"  *  Give  me  your  diamond,  sir.' 

"  *  With  all  my  heart  Give  me,  in  exchange,  your  labor  for  an 
entire  year.' 

"  *  Your  acquisition  has  not  cost  you  a  minute's  work.' 

"  *  Very  well,  sir :  find  an  equally  lucky  minute.' 

"  *  Yes  ;  but,  in  strict  equity,  the  exchange  ought  to  be  one  of 
equal  labor.' 

"  *  No :  in  strict  equity,  you  put  your  value  on  your  service,  and 
I  upon  mine.  I  don't  force  you :  why  should  you  lay  a  constraint 
upon  me  ?  Give  me  a  whole  year's  labor,  or  seek  a  diamond  for 
you^8elf, 
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**  *  Bat  that  might  entaü  on  me  toi  jears*  work,  and  woulrf  profa- 
abiy  emi  in  nothing.  It  would  be  wiaer  and  more  profitable  ta 
devote  (hoae  ten  years  to  another  employment»' 

-  •  It  ia  preciaeiy  on  that  acconnt  I  imagined  I  was  rendering  von 
a  tervicB  in  asking  yoa  only  one  year'a  work.  I  tfana  aave  you  nine. 
aad  that  ia  tfae  reaaon  why  I  attach  great  vertue  to  tfae  jenrtcB. 
If  I  appear  Co  you  exartang,  it  ia  only  becanae  you  regaid  tfae  laboar 
wfaich  I  have  perfbnned;  bot  consider  alao  tfae  labor  I  ame  wioy. 
and  yoa  will  find  me  reaaonable  in  my  demanda.' 

*  *•  It  ä  not  Ieas  tarne  that  you  pront  by  nature.' 

** fr  And,  if  I  were  to  give  away  what  I  have  {band*  fbr  Iitde  <nr 
nothing,  it  »  yoa  who  would  profit  by  it.  Bernde^,  if  tfai»  djamnnrf. 
pnmojuui*  gnsat  valne,  it  ia  not  becanae  Nature  haa  beea  elabarafc- 
ing  it  ffimee  tfae  beginning  of  time.  She  doea  aa  muck  flbr  a  dmp 
o£~dew.' 

" *  Tai ;  bot,  if  (fiamonda  were  aa  common  aa  dew-dbona».  yoa 
eoald  no  Ionger  Iay  down  tfae  law  to  me«  and  make  your  anudföanavr 

u  '  Very  tnie ;  and,  in  that  caae,  you  would  not  address-  yourself 
to  me.  or  would  yon  be  (fiaposed  to  recompenae  me  oigmV  fbr  a 
fernce  yoa  coald  peribnn  yoarseÜV 

The  rwilt  of  this  diaJogrie,  3f .  Bastiat  regards  as  proving 
that  ralae  ao  mor*j  resides  ia  the  diamond  thaa  in.  air  or 
water. 

u  It  rafide*  exdnsnrely  in  the  Services  whiefa  we  sappoae  to  W 
renderal  aad  rweived  with  reference  to  these  things*  and  ia  dete- 
minei  by  the  fr**e  bttrgaining  of  the  parties  who  make  tfae  «- 
chang?.  Tb«  pr»?t*eniied  value  of  commoditiea  ia  only  the  vafasa  of 
wnriw*,  real  or  imaginary,  rweived  and  rendered  in  conaeetäam 
with  tlwoi.  Talue  doea  not  nftfide  in  the  conunointies  themselvjB» 
and  U  no  more  to  be  fcnnd  in  a  Ioaf  of  bread  than  in  a  d*«™««^ 
thp  wat<?r,  or  the  air.  No  part  of  the  remoneratioa  goes  to  Xatnre» 
It  prowd*  from  th«»  final  consumer  of  the  artieler  and  is  <natribafleJ 
exdu*iv*»ly  amocig  men.w 

Again :  — 

"  In  order  that  a  «ervfce  dwuld  posneas  valne  in  the  econoaueai 
**n*e  of  the  word,  it  U  not  at  all  imnapenaable  that  it  snooai  to 
ttiil,  oonncientious,  and  naeful  ferrice.     It  i§  raifiaat  that  it  k 
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accepted,  and  paid  for  by  another  service.  It  depends  wholly  on 
the  judgment  we  form  in  each  case ;  and  this  is  the  reason  why 
horal s  will  always  be  the  best  auxiliary  of  political  economy. 
Economic  seien ce  would  be  impossible  if  we  admitted  as  values 
only  values  correcüy  and  judiciously  appreciated." 

Value  does  not  always  exist  in  a  visible  form.  The 
wealth  of  a  nation  is  generally  supposed  to  consist  in  tlie 
aggregate  of  its  material  objeets  having  value, — in  its  lands, 
buildings,  ships,  merchandise,  treasure,  canals,  railroads, 
<fcc. ;  but  its  potential  wealth,  or  power  of  creating  wealth, 
includes  not  only  all  these  named,  but  the  intelligence,  skill, 
industry,  and  produetive  energy  of  its  Citizens.  No  in- 
ventory  of  a  nation's  effects  will  give  an  adequate  idea  of  its 
economic  condition,  unless  we  hold  in  view  its  capacity  of 
development,  and  the  industrial  genius  of  the  people. 

The  main  principle  in  tfce  theory  of  value  is  expressed  in 
the  common  phrase,  "  A  thing  is  worth  what  it  will  fetch," 
—  that  is,  what  some  one  will  give  for  it ;  the  value  depend- 
ing  on  the  will  of  the  purchaser,  as  determined  by  his 
judgment. 

Value  is  the  appreciation  of  Services. 

The  value  of  a  thing  is  the  service  or  labor  which  it  will 
command  in  exchange. 

If  there  is  no  resistance  to  the  possession  of  an  article,  it 
can  have  no  value.  Labor  alone  does  not  always  create 
value ;  but  value  never  exists  in  an  article,  unless  some  one 
is  willing  to  give  labor,  in  some  form  or  other,  in  exchange 
for  it. 

The  ancients  thus  described  the  combinations  of  exchange : 

Do  ut  des,  Commodity  for  commodity. 

Do  utfacias,  Commodity  for  service. 
Facto  ut  des,  Service  for  commodity. 
Facto  utfacias,  Service  for  service. 

This  statement  exhausts  all  the  modifications  of  the 
principle. 
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CHAPTER  IV. 

DISUNCTION  BETWEEN  VALUE  AND   UTILITY. 

We  have  now  gone  over  all  the  ground  belonging  to  the 
theory  of  value :  but  we  cannot  leave  it  without  dwelling 
a  while  on  one  part  of  it;  without  clearly  marking  the 
boundary  which  separates  it  from  the  domain  of  Utility,  —  a 
most  troublesome  and  intrusive  neighbor. 

There  is  between  utility  and  value  a  distinction  as  real  as 
between  weight  and  color. 

Suppose  a  farmcr  in  Vermont  has  one  thousand  busheis 
of  wheat ;  its  value  is  two  thousand  dollars.  Its  utility  is, 
that  it  will  make  forty  thousand  pounds  of  bread. 

A  farmer  in  Illinois  has  one  thousand  busheis  of  wheat, 
equally  good ;  but  its  value  is  only  one  thousand  dollars.  Its 
utility  is  just  the  same.  It  will  make  as  much  bread,  and 
as  good,  as  the  wheat  of  Vermont.  The  value,  then,  does 
not  reside  in  the  utility,  but  in  the  power  in  exchange.  The 
wheat  of  Vermont  commands  a  higher  price  than  that  of 
Illinois,  because  of  its  location  nearer  to  the  market.  Here 
hcatwn  mcans  labor;  that  is,  the  labor  required  to  overcome 
it.  This  will  be  still  moro  apparent,  if  we  suppose  the  far- 
mer removed  a  thousand  miles  by  land  from  any  market. 
His  wheat  might  then  have  no  value ;  yet  its  natural,  inhe- 
rent  utility  would  be  as  great  as  ever. 

Take  another  illustration.  A  pound  of  small  nails  or 
tacks  formerly  had  the  value  of  twenty-five  cents,  cqual  to 
one-fourth  of  a  day's  labor.  By  the  introduction  of  mar 
chinery,  the  value  was  reduced  to  ten,  then  to  five  cents,  or 
the  twentieth  part  of  a  day's  labor ;  the  utility  rcmaining  all 
the  time  as  at  first.  The  value  of  many  articles,  especially 
those  calleÜ  manufactures,  are,  in  the  ordinary  progress  of 
human  effort,  constantly  diminishing,  though  never  anni- 
hilated.    This  is  because  the  labor  or  Service  to  be  appreci- 
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ated  in  such  values  is  constantly  lqssening,  though  it  can 
never  wholly  disappear.  In  this  is  seen,  not  only  the 
certain  distinction  between  value  and  utility,  but  one  of 
the  most  beneficent  laws  of  the  science,  which  may  be  stated 
as  follows :  Value  nioves,  diminished  constantly  by  the  Sub- 
stitution of  the  gratuitous  agencies  of  Nature,  by  the  inge- 
nuity  and  industry  of  man.  Utility  remains  fast-anchored 
in  the  wants  of  man  and  the  properties  of  matter.  This 
is  the  primary  fact.  But  value  moves  again, —  not  to  in- 
crease,  but  to  multiply.  Values  are  no  greater,  but  there 
are  more  of  them.  The  factor  that  multiplies  is  the  ever- 
growing  wants  of  man.  Now,  utility  begins  to  move,  ex- 
panding  with  the  enlargement  of  man's  activities,  and  the 
increase  of  the  fruits  of  labor.  Here  we  have  the  promise 
that  the  human  race  is  destined  to  a  constant  auginentation 
of  Utilities,  bringing  in  a  great  amelioration  of  its  condition. 
Man  is  relieved  from  part  of  his  labor  only  to  feel  new 
wants,  and  so,  through  fresh  efforts,  to  find  greater  satis- 
factions  in  lifo. 

Political  economy  makes  no  inquiry  whether  the  increase 
of  material  objects  of  desire  is,  in  truth  and  on  the  whole, 
a  good.  It  assumes  this.  It  leaves  to  otlTers  the  discussion 
whether  the  highest  interests  of  society  are  attained  by 
repelling  the  kindness  of  Nature,  and  by  denying  the  in- 
stincts  of  man.  This  kindness,  and  those  instincts,  politi- 
cal economy  accepts,  and  goes  forward  from  them.  It  can 
never  become  stoic.  It  is  not  a  science,  unless  wealth  is  a 
good. 

It  is  a  science ;  and  it  has  no  doubt  that  the  healthful, 
honest  increase  of  physical  necessaries,  comforts,  luxuries, 
and  refinements,  with  the  opportunities  which  they  bring  for 
mental  improvement  and  moral  culture,  with  the  safeguards 
they  place  upon  social  order  and  personal  rights,  and  with 
the  manifold  strong  and  subtile  motives  which  they  contri- 
bute  to  the  exertion  of  all  the  human  faculties,  and  the  füll, 
friendly  intercourse  of  all  communities  and  peoples,  —  it 
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has  no  douht  that  this  is  desirable.  But  it  docs  not  labor 
to  prova  it  so.  It  doea  Ml  found  it^elf  on  nnv  ^n|»po0ed 
refut&tton  of  ascuticism.  It  takee  withuut  Lnquiry  the  usd- 
rarsal  indinmum  to  the  aoeumul&üon  of  vrealth,  ander  the 
mfraiiits  of  nutaal  «luti<\s  and  commoo  rights, 

Wfi  havr  saii-l  tbar  Natur  to  n< »Thing,     Tho 

oaingij  it  work  bf  man»  ahe  roceives  no  corapenaation. 
sin*  oreatefl  utdiiios  beyoad  Gomput&tioo,  but  «Ines  all 
tuitously.    Win«!,  watn\  and   steam  are  moet  eflScioatlj 
engaged  tu  pruducing  commodities  neceasary  to  tli 
of  inankiud;  aud  the  earth  ia  unoeaaingly  active  to  bring 
fuitli  niaii's  food  tu  its  many  forum.     Yet  all  iä  doue  Witt 
out  adding  to  tbe  wculth  of  thd  world,     The  forces  **  work 
for  nothiug,"  and  heuce  confer  no  value.     Xhe   pOWOf  of 
the  wind,  Ebtt  example,  in  propelling  TOßaci»,  addt  nv  vuluo 
to  tbe  artklea  fcransportad.     Hut,  it  may  l»o  objected,  would 
it  nnt  OOft  a  grottt  deal  moro  tu  frauspnrt  Chat  merehandise» 
if  it  had  to  bo  doue  by  Immun  htmds  wurking  at  the  oar? 
Curtuinly;    and,  from  bhä  TOT  J  Illustration,  it  appears  that 
the  power  of  the  wind  han  not  increaaed   tho  valuc. 
nitlirr  diminiahed  it    lt  ha*  fcakea  the  davee  fmm  the 
beuch,  and  doea  the  inorc-baut's  rowing  for  bim,     It  is  Na- 
tureis work,  not  man\s  labor  ;  and  honce  vahie  gües  down, 
while  Utility  stand**  fusL 

Trans[KMf;tti<ui  (Ines,  indeed,  add  to  the  valw»,  b 
beeau^e  man'a  raseeb  and  naan'ß  lahor  are  employed  in 
efleotiog  Et»    Ali  tbe  natural  foroea  that  oome  In  fcake 

iVoni  value.     If  a  rnerehanl  irere  to  make  a  charge  ter  tlie 
use  of  Ins  vcssel,  tho  payraent  of  bis  band»,  and  the  pn 
aary  rata  of  profit  on  bis  voyage,  and,besidee  these,  for  tb 
use  of  the  wind»  it  would  not  be  allowed.     Compctititu 
l  eorrect  \m  philosophy  ;  and  the  eloquence  of  tinftoi 
mendiandise  would  bg  bis  teacher  in  tho  theory  of  vulu« 
Tako  steam  for  an  example  in  point.     Tbe  Services  cd'  tb 
great  agent  in  England  an?  probably  äqual  to  the  musculi 
effort  of  onc  hundred  millions  of  men ;  but  the  whole  of 
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is  gratuitous.  All  that  is  required  to  secure  these  Services 
is  machinery  and  fuel,  whose  whole  value  has  been  given  by 
labor. 

If  we  look  to  the  fertility  of  the  land,  by  far%  the  greatest 
of  all  the  natural  forces  engaged  in  production,  we  shall 
find  that  it  confers  no  value.  Is  it  asked,  "  Why,  then,  do 
men  pay  for  the  use  of  it  ?  Why  buy  it  at  a  large  price  ?  " 
The  answer  at  length  to  this  question  will  be  deferred  tili  the 
discussion  of  rcnt ;  but  it  will  be  sufficient  for  the  purpose 
of  the  present  argument  to  say,  that  it  is  because  appropri- 
ated  or  owned  (whcther  rightly  or  wrongly)  by  individuals 
who  can  make  a  profitable  use  of  it  thcmselves. 

There  are  many  special  products  which  have  been  pro- 
sented,  in  discussion  of  this  subject,  as  exceptions  to  the 
principle,  that  value  comes  only  with  and  by  labor;  e.gn 
precious  stones,  curiosities,  the  precious  metals,  monopolies, 
patents,  <fcc,  <fec.  The  relations  of  the  first  two  are  fully 
defined  in  the  extract  already  offered  from  the  work  of  M. 
Bastiat.  Of  gold  and  silver,  it  is  enough  to  say,  that,  what- 
ever  the  theories  of  the  past,  it  is  now  an  abundantly  recog- 
nized  fact,  that  the  mining  of  these  metals  proceeds'  strictly 
according  to  the  laws  of  industry,  with  hardly  its  ordinary 
accidents  and  chances.  It  is  estimated,  that,  when  brought 
to  market,  these  metals  have  cost  sixty-six  cents  on  the 
dollar.  The  remaining  thirty-four  cents  constitute  the  re- 
muneration  of  the  laborer  and  the  capitalist ;  which  cannot 
be  regarded  as  excessive  when  the  privations,  risks,  and 
h&rdships  of  the  occupation  are  kept  in  view.  Monopolies 
and  patents  confer  no  value,  but  simply  contravene  its  laws, 
This  is  their  object.  They  are  designed,  by  giving  the 
exclusive  right  to  produce  or  seil  a  given  article,  to  reward 
the  favored  party  for  his  skill  in  invention,  or  for  a  gcneral 
good  supposed  to  be  conferred  upon  the  Community.  They 
are  compulsory  contributions  levied  upon  the  public  for  the 
benefit  of  individuals. 
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CHAPTER    V. 

DEFINITION    OP    LABOB. 

We  have  dcfincd  value  at  great  length  and  with  varioxu 
illu8trations,  with  the  result,  to  our  minds,  that  it  arl^s^s 
from  the  union  of  desire  and  labor ;  but  wo  have  iiot  defka.^^4 
the  latter  term. 

What  is  labor  ? 

The  voluntary  cfforts  of  human  beingg  to  produce  objfe«s. -*s 
of  desire. 

Labor  is  always  irksome.     This  is  law.     Men  do  not  ^~«z>l- 
untarily  put  forth  their  exertions,  except  for  a  reward«         »~*y 
the  beneficent  provision  of  Nature,  habit  assists  our  acÄz.  iv- 
ities;   great  desire»  overcome  the  scnse  of  weariness  s*_:^End 
pain ;  the  impetus  of  one  movement  carries  us  on  into  ~fc-~Ae 
next.    Toil  has  its  com])ensations.     Its  fruit  is  pleasant  ffc~^BKad 
wholesomc.     But  not  the  less  is  it,  of  itself,  against  the  dm^~      ift 
of  man's  natural  inclinations.*    It  is  because  men  do  k~ibmo1 
voluntarily  put  forth  exertions,  except  for  a  reward,  tft:^MEia1 
every  thing  which  costs  labor  will,  as  a  general  rule,  c»:^^nn 
mand  a  corresponding  amount  of  service  or  labor.     Th^ ^^crr< 

fore  it  is  that  labor  is  the   essential   measure   of  val"«-z am 

Whatcver  disturbing  eauses  there  may  bc,  it  will,  on  -fcZT-^b 
wholc  and  in  the  long-run,  bc  true  that  labor  commands  "Sz  i 
equivalent  in  labor.  p 

In  tliis  definition,  we  have  spoken   of  voluntary  effcpi 
alone,  because  involuntary  or  uncompensated  efforts 
not  to  be  classed  as  labor.     They  are  merely  the  result    c^  o 
tlie  use  of  a  given  amount  of  capital.     Slaves  are  owne-  ^S3d 


*  "  Labor  is  either  bodily  or  mental,  or,  to  express  the  distinction  m( 
tomprehensively,  either  muscular  or  nervous ;  and  it  is  necesniy  to  inclu*-  -^■de 
in  the  idea,  not  solely  the  exertion  itself,  but  all  feelings  of  a  diaagreea3==^^fe 
kind,  all  bodily  inconvenience  or  mental  annoyance,  connected  with  the  e^^*0* 
ployment  of  one's  thoughts  or  muscles,  or  both,  in  a  particular  occupatioc^^*' 
—  J.  Stuart  Mill,  Frinciples  of  Folitical  Economy,  p.  29,  Am.  ed.,  yoL.  ^K"- 
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like  horses  or  oxen;  and  what  value  they  confer  is  from 
their  employment  as  so  much  capital.  This  distinction  is 
not  unimportant,  because  we  shall  see  that  capital  is  con- 
trolled  by  other  laws  than  those  whifch  govern  labor. 

Under  a  free-labor  System,  as  will  be  shown,  there  are 
two  proprietors  of  value, — the  laborer  and  the  capitalist. 
Under  a  slave-labor  system,  only  the  latter  has  any  share  in 
the  product. 


CHAPTER  VI. 

DEFINITION    OP    CAPITAL. 

Labor  enters  into  production,  or  the  creation  of  values,  in 
two  ways :  — 

First,  As  the  labor  of  the  present. 

Second,  As  the  labor  of  the  past. 

We  call  the  first  "  labor  "  simply ;  the  second,  "  capital," 
whicji  is  accumulated  labor.  In  their  nature,  these  are 
identical.  They  have  assumed  different  forms,  have  ac- 
quired independent  rights,  and  each  obeys  certain  laws 
peculiar  to  itself.  These  two  forms  of  labor  may  be,  and 
often  are,  owned  by  different  persons.  One  man  has  present 
labor  at  his  command.  This  must  be  his  own.  Another 
has  accumulated  labor.  This  may  be  his  own,  or  that  of 
others,  of  which  he  has  come  into  possession. 

In  practice,  the  two  forms  of  labor  must  come  together 
and  help  each  other,  if  they  would  effect  the  barest  subsist- 
ence  of  mankind.  Even  the  naked  savage  goes  hungry  tili 
he  gets  his  bow  and  his  fishing-hook  by  the  labor  of  his 
hands.  As  society  goes  forward  to  plenty,  comfort,  luxury, 
civilization,  the  union  and  mutuality  of  the  two  become 
xnore  intimate  and  vital.  By  such  a  connection  alone  is 
wealth  produced. 
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The  growth  of  oapital,  and  the  steps  by  wtrieh  it  coraes  to 
ite  proper  poütiun  in  the  creation  of  values,  may  be  best 
shown  by  a  familiär  Illustration.  An  able-bodied  work  man 
presents  hinisclf  to  youyhaving  the  füll  disposal  of  bis  own 
power«,  fiilly  reprcBeüting  the  labor  of  Übe  present,  and  that 
only.  We  will,  howover,  comproinise  so  für  with  bis  necos- 
a  as  to  allow  bim  to  be  clothed  ;  though  eaeh  article  he 
wears  has  como  from  the  labor  of  the  past,  and,  in  this 
suppcttitiüu,  is  cajiitsiL  Ho  has  no  tools ;  and,  if  you  havo 
do  work  that  uan  be  doue  without  tools,  yon  must  deuy  him 
employmeiit.  II  is  chanees,  then,  of  labor,  ftrö  hanlly  aa 
onc  to  a  bundred  without  tools.  In  the  ollier  nitiety-iiine, 
he  fitarves  for  want  of  capital.  But^  by  chance,  you  find 
work  requiriug  no  help  from  aeeumulated  labor.  You  set 
htm  to  Clearing  a  field  by  throwing  the  itontt  iuto  be&pfi. 
He  has  securod  Bubsistonco  for  the  day  without  capital.  It 
was  unaTluin  whelher  he  rould  obtain  it.  It  h  eertain  the 
employmeiit  cannot  last  long,  since  nc^<1  of  stich  U 
closes,  perhaps,  with  the  lirst  ovening;  and  you  send  him 
belplesa  in  the  midst  of  eivilization.  II is  livelihood 
to-morrow  is  still  morc  precarious.  But  no:  he  carries 
uw:iv  bis  eandngB  for  the  day.  Ho  chooses  to  lay  thera  out 
iii  anaxe,  ratber  than  ou  any  objeot  of  comfort  or  pleasure. 
Jh-  has  jirüriisi'd  a  self-dciiial.  He  appears  the  next  morn- 
ing  with  Ins  axe.  He  has  eiilarged  the  spbero  of  bis  aetivity, 
perbaps,  fifty-fold.  He  has  now  fifly  chanees  of  employ- 
ment.  He  has  secured  work  for  fifty  days.  Before  the 
close  of  this  period,  he  can,  by  thrift,  provide  for  bis  ininio- 
diäte  bodily  wants;  pay  for  bis  clothes,  for  which  we  gaTO 
him  credit  more  in  eharity  than  logie  ;  and  beeome  the 
possessor  of  a  piek  and  shovel,  scythe  and  rake.  He  is  now 
a  füll  farm-laborer,  able  to  do  any  part  of  the  strictly  neces- 
sary  work  of  agriculture  with  such  tooli  as  ho  has,  and  may 
rightfully  expect  employment  every  day  of  the  year.  So  it 
iej  in  the  graud  ficld  of  the  worhTs  industry,  that  capital  — 
the  aceuniulation  of  labor  —  helps  the  labor  of  the  present, 
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not  only  to  its  immediate  sustenance,  but  to  permanent 
occupation,  to  increase,  and  to  the  highest  economic  civi- 
lization. 


CHAPTER  VII. 

RELATION     OF     CAPITAL     AND     LABOR. 

But  this  union  creates  the  competing  interests  of  labor  and 
capital,  since  they  are  generally  found  in  different  hands. 
An  interest  is,  in  scientific  meaning,  a  share.  Each  has 
now  only  a  share.  Before,  each  häd  the  whole  of  its  own 
product,  but  a  most  melancholy  whole.  They  are  competi- 
tors ;  for  those  shares  are  not  detcrmined  absolutely  in  the 
nature  bf  the  union  to  which  they  have  consented.  It  is  by 
the  earnestness  and  persistency  of  competition  alone  that 
either  can  secure  its  remuneration,  or  maintain  its  existence. 

ißut  they  are  not  antagonists.  All  their  effort,  even  in 
the  severest  assertion  of  their  individual  claims,  goes  to  the 
increase  of  the  common  property,  and  the  advancement  of 
their  mutual  service.  Antagonism  tends  to  destroy.  Its 
purpose  is,  so  far  as  it  proceeds,  to  remove  one  or  the  other 
of  the  parties.  The  competition  of  labor  and  capital  never 
ceases;  but  it  respects  the  bond  of  union  in  which  only 
each  has  its  own  füll  development. 

Here  we  see  the  folly  of  the  supposed  antagonism.  They 
are  partners,  and  should  divide  the  results  of  industry  in 
good  faith  and  good  feeling.  False  philosophy,  or  unprin- 
cipled  politics,  may  alienate  their  interests,  and  set  them  at 
discord.  Capitalists  may  encroach  on  labor.  Laborers 
may,  in  their '  madness,  destroy  capital.  Such  is  the  work 
of  ignorance  and  evil  passions.  It  is  the  surpassing  folly  of 
the  members  that  combined  to  cut  off  supplies  from  the 
stomach. 

However  far  such  a  strife  may  be  carried,  it  must  result 
in  mutual  injuries ;  and  health  can  only  be  restored  by  ob- 


22  DEfTXITIONS.  [BOOK  I. 

taining  the  recognition  of  the  füll  rights  and  obligations  of 
each.  The  condition  of  well-being  is  peacc.  A  false  philos- 
ophy  ha«  set  the  world  at  war  for  ages,  proclaiming  that 
what  one  nation  may  gain  another  must  lose.  Such  a  phi- 
losophy  has  had  its  trial,  extending  over  eenturies  of  waste 
and  terror;  and  is  now,  fortunately,  dishonored  through  the 
whole  civilized  world. 

Akin  to  it  is  the  belief  that  hatred  and  retaliation  are  the 
normal  relations  of  capital  and  labor,  and  that  mutual  dis- 
trust  and  hurtfulness  are  inevitable  in  all  the  developments 
of  industry.  Such  a  belief  blasphemes  against  the  harmo- 
nies  of  Providence,  —  is  sightless  before  the  glorious  order 
of  man  and  nature.  It  was  the  populär  faith  in  such  a  prin- 
ciple  of  hurt,  not  help,  betwcen  the  two  great  divisions  of 
industrial  power,  that  effected  the  Revolution  in  France. 
The  cruel,  shallow  selfishness  of  capital  has  robbed  labor  by 
means  of  law.  Labor,  impoverished,  ignorant,  degraded, 
has  often  turned  upon  its  tyrant,  and  laid  in  a  common 
waste  church  and  state,  letters  and  wealth. 


CHAPTER  VIII. 

THE  GENERAL  DIVISIONS  OF  THE  SCIENCE. 

Ist,  It  being  admitted  that  man  has  wants  which  he  can 
satisfy  from  the  world  around  him,  and  which  he  desires 
to  satisfy  as  fully  and  easily  as  possible,  we  are  first  led  to 
inquiro  in  what  manncr  this  can  be  done  most  effcctively, — 
how  the  forcos  at  his  command  may  be  most  advantageously 
employcd ;  in  other  words,  what  are  the  laws  which  govern 

tllO   PIIODUCTION   OP  WEALTH. 

2d,  Since  men  have  diffcrent  capacities  and  tastes, — 
sinco  they  are  placed  in  a  variety  of  circumstances  as  to 
soil,  climate,  and  civilization,  —  tlieir  products  will  be  vari- 
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ous ;  and  yet,  since  all  men  desire  nearly  the  same  objecto, 
an  interchange  of  their  respective  commodities  will  become  a 
necessity.  Hence  arises  that  department  of  industry  called 
Exchange,  the  laws  of  which  it  is  the  province  of  political 
economy  to  investigate. 

3d,  Almost  all  objects  which  men  desire  are  produced  by 
the  Joint  efforts  of  several  individuals.  One  contributes 
strength;  another,  skill;  another,  capital :  yet  the  product 
must  be  distributed  among  them  all,  and  in  just  propor- 
tions.  As  this  division,  it  is  quite  clear,  should  not  be  left 
to  the  caprice  of  individuals,  but  be  determined  by  natural 
laws,  it  becomes  one  of  the  departments  of  inquiry  upon 
which  the  political  economist  must  enter.  It  is  here  his 
duty  to  ascertain  what  those  laws  are,  and  under  what  cir- 
cumstances  and  conditions  they  will  effect  an  equitable  Dis- 
tribution of  the  wealth  which  has  been  produced. 

4th,  As  all  commodities  created  by  human  exertion  are 
designed  for  use,  and  as  such  use  implies  consumption 
more  or  less  rapid,  and  as  upon  this  depends  the  power  and 
disposition  for  reproduction,  the  question  of  consumption 
has  a  scientific  place  among  the  objects  of  our  inquiry,  and 
will  be  found  to  possess  a  practical  importance  second  only 
to  that  of  production. 

These  are  the  four  great  questions  which  suggest  the  gen- 
eral  divisions  of  our  subject;  viz.,  production,  exchange, 
distribution,  and  consumption  of  wealth. 

Exchange  might  not  improperly  be  regarded  as  belonging 
to  the  first  general  division,  since  it  contributes  largely  in 
the  actual  production  of  wealth :  yet,  as  it  also  greatly  facili- 
tates  and  increases  consumption,  and  has  influence  through- 
out  the  whole  domain  of  human  industry,  it  seems  desirable 
to  regard  it  as  a  separate  department ;  and  it  has  often  been 
treated  as  such  by  writers  on  the  general  subject. 
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All  ralues  are  created  bj  modifications  of  existing  matter. 
Man  cannot  crcate  one  particle ;  bat  he  can  modifr  what  be 
finde,  or  change  its  cotidition.  in  three  ways ;  riz. :  — 

Bjf  TBAJfeMUTATIOS,   Jy  TSJUTSFOKMATIOS,   Ij  TRASSFOKTATIOS. 

Pirst,  br  tran*mvtatvm. 

This  is  eminentlj  the  work  of  the  agricoltarist.  who, 
arailing  himself  of  the  cbemical  agencies  of  the  earth  and 
air,  transmtites  seeds  into  vegetablesr  frnits,  and  grains ; 
and  these  again,  by  the  aid  of  animal  organizations,  into 
batter.  beef,  hides,  ke.  This  is  the  most  extensive  branch 
of  industry,  and  emplojs  prohablj  foor-fifths  of  the  human 
race  from  generation  to  generation.  It  is  the  base  of  the 
great  pyramid  of  production.  It  furnishes  the  material 
and  the  support  of  all  other  forms  of  labor ;  and  not  this 
onlj,  but  it  renews  and  restores  their  waste  with  an  unceas- 
ing  supply  of  fresh  bodily  and  mental  power.  The  air  of 
trade  and  of  the  mill  heats  and  rises,  and  eold  cnrrents 
rush  in  from  the  prairie  and  the  mountain.  The  foot  of 
the  rostic  is  ever  torned  to  tbe  marts  of  commerce,  and  the 
busj  gatherings  of  men.  He  comes  with  clumsy  tread  and 
homespun  dress ;  but  he  takes  the  first  place  in  the  market 
and  the  synagogue.  Basil  enters  Constantinople  as  night  is 
fiüling,  Stares  about  on  the  magnificence  of  the  city,  and 
[24] 


CHAP.  I.]         FORMS  OP  PBODUCTION.  25 

falls  äsleep  on  the  steps  of  the  Church  of  St.  Diomede. 
He  is  tired  of  Macedon.  He  has  business  on  the  throne  of 
the  world.  He  who  restored  the  laws  of  the  Eastern  em- 
pire,  and  reclaimed  the  lands  delugjed  by  the  barbarian 
floods,  is  the  exemplar  of  the  countryman,  in  all  times*,  gaz- 
ing  rudely  around  on  the  luxury  his  homely  virtues  are  to 
appropriate.  The  millionnaire  dashes  by  in  his  splendid 
turnout :  a  raw,  tall  lad,  with  a  bündle  on  a  stick,  looks  on 
with  wonder,  —  the  employer  of  that  man's  children. 

Just  as  agriculture  sends  to  the  markets  and  the  mills  of 
the  world  their  materials,  so  it  sends  them  their  workmen. 
Strength  and  even  life  go  fast  in  the  eager  competitions  of 
manufactures  and  trade.  Cool  air,  fresh  blood,  flows  in 
from  the  country,  to  supply  the  waste.  The  bare,  bleak 
hills,  where  Nature  grudges  every  morsel  of  food,  and  stabs 
cruelly  through  eyery  chink  in  the  wall,  every  rent  tu  the 
clothes,  feed  the  busy  cities  with  men.  The  streams  of  vig- 
orous  life  run  off  from  them  to  refresh  the  plains  below. 

Agriculture  has  no  need  to  receive  back,  in  any  form, 
her  contributions  to  the  other  occupations.  The  power  to 
give  without  exhaustion  lies  in  the  liberal,  hcalthful  repro- 
duction  of  man,  when  living  in  intimate  relations  with 
Nature.  Here,  after  all  its  hurts,  humanity  comes  for  heal- 
ing.  War  and  pestilence,  the  fierce  contest  of  the  mart, 
the  stifling  atmosphere  of  the  mill,  may  waste  our  kind  in 
quick  or  lingering  deaths;  but  still,  by  the  side  of  the 
brooks,  men  will  be  born  to  hold  up  the  frame  of  industry 
and  social  order  when  their  supporters  faint  and  fail.  Yet 
agriculture  does  get  back  a  certain  share  of  what  it  gives. 
Because  it  is  not  a  labor  of  ambition,  because  honors  are 
not  to  be  gathered  in  the  fields  it  cultivates,  because  the  ex- 
citements  of  machinery  and  association  are  not  to  be  found 
in  its  work  or  play,  because  quick  wealth  is  not  to  be  real- 
ized  in  its  slow  increase,  the  rustic  turns  himself  to  the 
city;  and  because  it  is  not  a  labor  of  ambition,  and  for 
each  of  the  other  reasons  given,  the  Citizen,  weary  with  all, 
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goes  back  to  tlio  opcn  ficlds  and  fresh  air  of  11k*  cotmtry, 
tebbagefof  Diocletian,  fche  t'ggg  of  John  Ducaa  Yaki- 
Übe  apples  of  Sir  William  Templa,  are  tho  retura  made 
to  agrieulture  for  ßasila,  Astors,  and  Lawnit. 

But.  ihr*  departmeait  of  agriculttirö  ia  not  oonfined  to  tho 
populär  vii'w  of  it»  When  grain  is  pro&needj  the  seed  must 
ho  planted  In  prepared  gruund,  the  long  intiT\;iI  of  growth 
to  maturity  uiust  bo  fillod  vith  caro  and  labor ;  und,  at  last, 
the  work  of  harvesting  eompletes  the  round  of  dutiea  that  go 
to  Alf)  production  of  th<3  graiu.     But  therti  tu  tildufr- 

triea  in  tho  deparbnoeet  of  agrieulture,  whero  harvcsting 
Li  in  im-  is  perfbrmed  by  man.  Natura  hu  done  all  tho  rert, 
Man*»  pari  i»  to  find  and  tu  take  of  her  bounfy  Sttcb  an 
iuWnstry  is  ininiug, —  whcther  of  irou  or  coal,  whother  of 
dianunuis  imdnrgmnnd  in  OolCOnda,  OT  BßOfigG  iindrr  Witte 
in  the  ArchipelftgO.  Such  an  industry  is  the  üsheries, — 
whelher  of  whales  off  f  itvnland,  uf  ood  off  Xewfonndland, 
or  of  peaxl-oyster  <>ir  <  Vylon.  So  grott,  utdetd,  ta  tbi  *n- 
entific  exteafiios  **f  tho  d&p&rtmeni  of  ugriculturo,  that  oresi 
the  smclting  of  the  ore,  and  the  traiisportatimi  fmm  tho 
üshing-groundR  to  tho  port  from  which  the  reutuits  b 
are  included  in  it,  bewose  Hieve  lirst  put  tlu»  produoto  in 
tho  fiossession  of  the  capitalist  in  an  availahlo  form.  Aay 
further  Gha&gft,  whether  to  make  the  tnelal  up  inlo  forma 
für  ose,  or  carry  tho  fiah  or  oil  or  pearls  to  murkst.  wotyld 
cotne  uudt/r  Hu.»  nihrr  forma  of  production,  to  which  wo  now 
proceed. 

Man  modifies  matter  and  exchanges  its  condition* — 
mdly,  by  (nnt^mtation. 

This  is  the  businesfi  of  the  manufaciurer  and  the  me- 
chiinie.  Thcso  errate  vahiea  by  changing  the  forma  of 
matter,  as  OOtton  and  wool  into  clotli,  iron  int«»  tonls  and 
implemeuts.  Thts  is  tho  aecond  great  departmont  of  human 
industry*  Its  raraificatiotis  exteud  throughout  the  wnrld, 
yet  not  rverywhere  of  the  eame  vigor  and  extent.  SittOe 
manufactiiresj  as  a  whole,  do  not  meet  wants  so  primitive 
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and  absolute  as  does  agriculture,  they  are,  by  a  law  evi- 
dent in  all  industry,  found  not  to  be  so  equally  diflused. 
Those  needs  which  are  peremptory  and  instant  will,  from 
that  reason,  tend  to  obtain  their  supply  from  the  immediate 
neighborhood  in  which  they  arise.  The  nearer  objects  of 
desire  approach  to  being  luxuries,  the  more  cosmopolitan 
they  becomc.  Other  reasons,  which  will  appear  in  our  prog- 
ress,  will  further  account  foi*  the  unequal  growth  of  manu- 
facturcs,  which  have  yet  more  uniformity  than  is  exhibited 
in  Statistical  tables,  or  in  general  estimation,  since  the 
staple  articles  of  manufacture  attract  more  attention  than 
those  multiform  smaller  products  which  far  outweigh  them 
in  value. 

The  distribution  of  manufactures  is  governed  by  a  variety 
of  conditions,  among  which  may  be  briefly  stated  the  fol- 
lowing :  — 

1.  The  industrial  genius  of  a  people.  Without  plun- 
ging  into  the  deep  questions  of  ethnical  difFerences,  or 
compensations  in  the  whole  of  icharacter,  it  is  yet  evident 
bcyond  discussion,  that  the  active  powers  of  every  people 
have  something  of  their  own  which  they  do  not  fully  share 
with  others.  Were  all  the  nations  of  the  earth  possessed 
of  mental,  moral,  and  physical  qualities  which  could  be 
positively  estimated  to  be,  in  the  sum  of  them,  equal,  it  is 
quite  certain  that  they  would  be  far  from  nmilar:  their 
energies  would  develop  in  different  lines  towards  different 
objects.  Patience  and  a  kind  of  business  faith  distinguish 
some  peoples,  mark  their  features,  and  are  impressed  dis- 
tinctly  in  the  results  of  industry.  Activity  and  daring  Spek- 
ulation no  less  characterize  others.  To  a  class  of  minds 
thoroughly  representative  of  more  than  one  nation,  mechan- 
ical  contrivance  gives  the  same  glow  of  pleasure  that 
rewards  the  painter  for  his  years  of  toil.  A  distrustful, 
reserved,  secretive  disposition  may  be  observed  through  the 
entire  industry  of  another  country,  tending  to  individual- 
ize  efforts  and  discourage  combination.    The  catalogue  of 
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traits  has  heen  extended  sufficiently  to  accoiml  for  much 
of  the  inequulity  whieh  exists  in  the  distribution  üf  manu- 
faetures  among  the  nations  of  the  eivilized  world. 

2.  The  territorial  advautages  of  a  people,  which  are 
both  positive  aud  negative  in  their  uaturc,  —  positive,  as  a 
people  k  endowed  with  water-power,  and  witli  the  eol- 
location  of  neecssary  materlals,  as  of  ore,  coal,  and  lime  for 
making  iron ;  negative,  as  a  people  is  not  attraeted  to  other 
brauch es  of  produetion  by  superior  faeiüties,  It  is  esti- 
mated  that  Holland  has  not  agricultural  capaeities  to  supply 
a  third  of  its  popnlation*  WitU  some  pcoples,  this  niggard- 
liness  of  soil  woitld  have  been  a  reason  for  emigration  or 
starvation;  but  there,  uniting  with  the  peeuliar  genius  of 
the  inhabitants,  this  necessity  has  produeed  a  wealthy  and 
fiourLshing  State*  It  has  over  been  hold  by  mural  writers, 
that  such  unkindness  of  Natnre  develops  the  industrial 
energies  of  a  people,  whcre  it  is  not  so  extreme  as  to 
destroy  even  the  conditums  of  produetion.  Bnt  the  inquiry 
is  too  abstruse  for  our  pur^ose* 

3.  Great  aeeidents,  belonging  neither  to  the  essenüal 
genius  of  the  people,  or  its  territorial  endowmcuts.  Such 
are  the  transcendent  discoveries  in  the  sciences  aud  the  arts. 
Such  are  wars  which  exliaust  nations,  leaving  them  weak 
far  ^enerations.  Such  are  perseeutions,  like  that  which 
Bcattered  over  the  Kontinent  six  hundred  thousand  Ru- 
guenots, —  the  cunuing  arüsnns  of  France  ;  like  that  whicli 
wroiight  devastation  still  greater  in  the-  *L  reeonciled  n  prov- 
inces  of  Spam.*  Such  was  the  windfall  of  the  Indies  in 
the  lap  of  Europa,  The  deflirablenösa  of  such  a  distribution 
of  manufactures  will  be  discussrd  elsewhere.  Öur  pnrpose 
liere  is  only  to  show  by  what  moans  it  comes  about  so  un- 
equally. 

Passing  now  from  this  qu^stimi,  and  looking  only  to  the 
aggregate  of  such  industries,  wo  find  it  to  be  small,  if  wo 

•  "  Our  aiAnufacturc»  werc  the  growth  of  the  pertectitiona  in  the  Low 
Countriei." —  S&mncB  RntKK,  m  lüa  speech  to  the  electore  of  Bristol 
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consider  only  the  number  of  those  employed.  But  labor 
here  acts  in  connection  with  st  greater  amount  of  capital 
than  in  agriculture,  and  avails  itself  of  more  and  mightier 
agencies  of  Nature.  The  factor  into  which  labor  is  multi- 
plied  is  vastly  increased  when  we  enter  the  Workshop  and 
the  mill. 

But  man  modifies  matter  or  changes  its  condition, — 

Thirdly,  by  transportation. 

The  merchant  does  not  primarily  create  value  in  objects, 
but  enhances  that  already  existing  by  transporting  such 
objects  from  one  locality  to  another. 

The  characteristic  illustration  is  of  the  most  familiär 
kind.  Cotton  bought  at  New  Orleans,  in  1860,  for  twelve 
cents  per  pound,  transported  to  Liverpool,  would  have  sold, 
say,  for  fifteen  cents.  By  his  capital  and  skill,  the  mer- 
chant has  added  twenty-five  per  cent  to  the  value  or  ex- 
changeability  of  the  cotton.  He  has  increased  the  wealth 
of  the  world  so  much.  He,  therefore,  has  produced  value. 
Such  transactions  are  useful  alike  to  the  producer  and  to 
the  consumer  of  the  articles  transported. 

In  so  far  as  the  transportation  of  products  gives  them 
value,  it  belongs  to  the  present  general  division  of  the  sub- 
ject ;  but  its  methods  and  agencies  are  so  unlike  those  of 
the  other  forms  of  production,  it  is  governed  by  laws  so 
peculiar  and  complete  in  themselves,  it  composes  so  large 
and  easily  separate  a  department  of  inquiry,  that  it  is,  for 
the  discussion  of  its  principles,  placed  as  a  general  division 
of  the  science  under  the  title  of  "  Exchange."  To  complete 
the  sphere  of  production,  we  recognize  here  the  share  it  has 
in  creating  values ;  but  the  means  by  which  this  is  efFected, 
and  the  impressive  phenomena  exhibited  in  the  Operation 
of  this  agency  throughout  the  entire  world,  are  set  apart 
for  special  consideration^ 

We  have  thus  gone  through  the  three  forms  in  which  man 
modifies  matter  to  create  values, — transmutation,  trans- 
formation,  and  transportation.    The  inquiry  will  at  once 
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occur,  whether  these  exhaust  all  possible  efforts  in  pro- 
duction.  The  answer  may  come  out  more  clearly  if  we 
proceed  by  an  Illustration. 

The  chemist, — what  is  his  position  in  the  world  of  val- 
ues  ?  He  has  been  ranked,  by  some  scientific  writers,  among 
the  agricultural  class,  because  he  so  aids  aud  directs  the 
processes  of  Nature  as  to  produce  objects  of  value  by  chang- 
ing the  elementary  powers  of  acids  and  alkalies  into  salts, 
&c.  That  is,  he  transmutes.  It  seems  more  accurate  to  say, 
that  he  belongs  among  produccrs  just  so  far  as  he  assists  in 
any  one  of  the  three  forms  defined.  He  works  by  the  side 
bf  the  agriculturist,  helping  how  best  to  direct  the  labor  of 
the  farm.  Here  the  chemist  produces  value.  He  works  by 
the  side  of  the  manufacturer,  with  lubricants  and  solvent», 
removing  obstacles  which  no  muscular  strength  could  shake; 
and  here,  again,  he  produces  values.  He  may,  also,  labor 
by  the  side  of  the  merchant,  making  much  cunning  use  of 
Nature ;  and  here,  again,  he  produces  values,  in  the  form 
of  transportation.  From  each  he  receives  remuneration  in 
proportion  as  he  renders  Service. 

The  division  we  liave  made  of  production  into  three 
modes  seems  to  afFord  the  best  view  attainable  of •  the  sub- 
ject.  It  will  be  observed,  that  these  are  not  distinct  forms 
in  which  labor  appears,  as  in  so  many  moulds ;  but  that  they 
result  from  an  arbitrary  Classification  of  individual  efforts, 
according  to  the  best  reason  of  the  case.  The  whole 
authority  of  such  a  Classification  consists  in  this, — that  it 
is  more  complete  and  definite  than  any  other  which  is 
offered. 

All  these  forms  of  productive  effort  may  be  united  in  a 
singlc  commodity ;  and,  indeed,  there  are  but  few  products 
which  do  not  contain  them  all.  To  the  agriculturist  has 
been  attributed  the  work  of  transmutation.  Yet,  practi- 
cally,  he  performs  every  fiinction  of  human  labor;  and, 
directly  or  indirectly,  uses  nearly  every  known  agency  of 
Art  or  Nature.    Tbe  manufacturer  has  the  work  of  trans- 
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formation ;  but  he  can  only  create  values  by  mingling  his 
labor  with  that  of  the  agriculturist  and  the  merchant,  and 
thus  the  final  product  is  the  property  of  all.  By  what 
principle,  and  through  what  force,  the  remuneration  of 
each  is  determined,  will  appear  under  the  title  of  "  Distribu- 
tion." Such,  then,  are  the  general  forma  in  which  man 
puts  forth  his  eflforts  for  the  satisfaction  of  his  desires. 


CHAPTER  IL 

CONDITIONS   OP  THE  HIGHEST  PBODÜCTION. 

Ip  labor,  through  some  form,  produces  all  wealth,  we  are 
led  to  inquire  into  the  circumstances  and  conditions  that 
increase  or  diminish  the  efficiency  of  this  great  force. 
That  there  are  mighty  variations  as  it  appears  in  different 
countries,  and  evcn  in  adjacent  communities,  is  so  manifest 
as  hardly  to  require  mention  or  illustration. 

If  the  wealth  of  any  nation  cannot  be  determined  merely 
by  the  proportion  of  its  populatibn  to  that  of  the  world,  or 
of  its  territory  to  the  general  mass  of  the  globe,  —  as  it 
clearly  cannot,  —  the  question,  Why  ?  introduces  us  to  the 
discussion  of  all  those  influences  which  directly  or  indi- 
rectly,  immediately  or  remotely,  make  one  to  differ  from 
another.    These  may  be  classed  as  follows :  —  « 

Division  of  Labor, 
co-opebation  op  capital. 
Economic  Cultube. 
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CHAPTER  IH. 

DIVISION     OF    LABOR. 

In  somo  countries,  a  man  wishing  for  a  chair  goes  into  the 
forest,  felis  a  trce,  carries  the  timber  to  his  Workshop,  formi 
the  parts,  and  puts  them  togethcr  into  a  chair.     It  is 
rüde  and  imperfect  article,  but  it  has  cost  bim  the  labor  or 
two  days. 

In  ot-hor  communities,  we  find  a  chair,  equally  servic^^^^. 
able  and  far  more  elegant,  produced  by  the  labor  of  half  ^ 
day.  Here  one  man  cuts  the  timber,  another  transpor 
to  the  mill,  another  saws  it  into  suitable  dimensions,  ai 
other  forms  the  legs,  another  the  seat,  another  the  bacl 
another  put«  the  parts  together,  while  still  another  pain 
it.  A  great  many  chairs  are  produced  by  the  combini 
labor  of  many  individuals ;  and  the  result  is,  that  one  cha 
has  the  value  of  only  half  a  day's  labor.  Three-fourths 
the  labor  employed  in  the  making  of  chairs  is,  then,  lit 
atcd,  to  rest  in  idleness,  or  to  apply  itself  to  further 
duction  with  still  increasing  results,  as  the  desires  whS^.  -^h 
control  efforts  shall  determine.  We  cannot  be  ignonu^m^  ~it, 
that,  in  some  communities,  labor,  when  set  free,  docs  wa-a^^te 
itself  in  idleness  and  frolic.     But  this  is  true  chiefly  of 

those  in  which  leisure  is  bestowed,  not  by  man's  c-«=zDn- 
trivance,  but  by  the  generosity  of  Nature.  Ilero  the  po^i^i  er 
of  labor  is  too  often  corrupted  by  the  vcry  luxuriance  of 

growth,  which  gives  it  great  opportunities,  and  open^t-  a 
world  to  its  casy  conqucst. 

But  it  may  safcly  be  assumed,  that  such  an  industjr    -Hai 
genius  in  a  people,  as  seeks  to  lessen  present  labor  by  t=^he  * 
distribution  of  its  several  officcs,  will  find  fresh  objecto        of 
desire.     The  vcry  thoughtfulness  and  care,  the  social  cd?o- 
fidence,  and  mutuality  of  service,  which  are  required       to 
effect  a  division  of  labor,  insure  such  a  susceptibility  to  n~«r 
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industrial  wants  as  shall  necessitate  the  employment  of  all 
the  labor  so  relieved. 

The  savage  who  can  provide  himself  with  clothing,  shel- 
ter,  and  food  in  twcnty  days  of  the  year,  may  be  willing  to 
spend  the  rest  of  the  time  in  doing  nothing.  But  it  was 
never  heard  that  men  came  together  to  do  any  thing,  and 
remain  content  to  do  nothing  more.  The  füll  discussion 
and  illustration  of  this  principle,  which  governs  the  use 
of  labor  saved,  belongs  to  the  third  inquiry ;  viz.,  that  of 
"  Economic  Culture."  We  have  here,  strictly,  to  show  only 
how  labor  is  saved  by  the  division  of  employments.  This 
forms  the  great  fact  of  modern  industrial  civilization.  We 
shall  find  it  the  most  important  condition  of  production, 
multiplying  all  its  powers  faster  than  the  soil  multiplies  the 
seed.  Here  is  more  of  the  explanation  of  wealth  than  can 
be  found  in  all  other  inquiries.  This  force  is  being  rapidly 
introduced  into  every  department  of  industry,  and  will 
finally  become  as  general  as  the  nature  of  the  diffcrent 
employments  will  admit.  We  do  not  find  that  it  has  yet 
reachedlts  ultimate  limit  in  any  sphere  of  human  activity. 
We  shall  give  its  phenomena  and  its  principles  special  at- 
tention ;  for  the  greatest  interests  of  society,  moral  as  well 
as  economical,  connect  themselves  with  it.         v 

What  is  the  significance  of  division  of  labor,  as  expressed 
in  the  fewest  words?  It  is,  that  each  workman  confine  hin*- 
seif  to  a  single  Operation. 

In  this  way,  all  great  and  successful  manufactures  are 
carried  on. 

Take,  for  illustration,  that  of  boots.  One  person  cuts  the 
fronte ;  one  crimps ;  one  cuts  in ;  one  cuts  out  the  backs, 
one  the  linings ;  one  pastes  together ;  one  strips  out  the 
'sole  leather ;  one  cuts  the  soles ;  one  makes  the  heels ;  one 
Stiches  the  backs ;  one  sides  up ;  one  binds ;  one  bottoms ; 
one  buffs ;  one  trees ;  one  packs,  marks,  &c.  Here  are  six- 
teen  persons  employed  in  the  production  of  a  single  boot. 
In  many  cases,  a  still  further  division  of  the  parts  is  made 
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with  success.  In  passing,  it  may  be  reraarked,  that,  of  thos^^ 
Operations,  scven  are  performed  by  the  aid  of  machines,  a^^^ 
distinguished  in  populär  acceptation  from  tools,  which  latte^^ 
are  controlled  by  the  band,  and  have  all  their  motive  pow^^ 
in  the  muscular  force  of  man. 

As  long  ago  as  Adam  Smith  wrote,  it  took  sixteen  p^^j 
sons  to  make  a  pin. 

Such,  in  description,  is  division  of  labor.  Let  us  cc^x* 
sider  its  advantages,  limitations,  and  disadvantages. 


CHAPTER  IV. 

THE   ADVANTAGES  OF   DIVISION   OP  LABOR. 

Ist,  It  gives  increased  dexterity.  All  common  obsei 
tion  testifies  how  rapid  and  accurate  our  motions  becoxxK, 
when  confined  to  a  single  Operation.  The  juggler  is  u^ol 
more  remarkablc  for  the  nice  use  of  his  musclcs,  than  is  e»n 
accomplished  mechanic  at  Ins  bench.  The  powcA  of  I^ii 
body  are  in  perfect  discipline.  They  have  learned  th^^ii 
parts,  and  obey  instantancously  and  harmoniously.  TÄ-ie 
more  simple  the  movement  assigned,  the  greater  will  be  tKae 
efficieucy  of  Performance. 

2d,  It  allows  the  workman  a  better  knowledge  of 
busiuess.  This  is  to  the  mental  powers  what  the  first  is 
the  bodily.  It  gives  intellectual  dexterity.  The  man  has 
mastery  of  his  special  Operation.  He  knows  more  about 
than  if  he  had  two  things  to  tliink  of  and  care  for. 
becomes  shrewd  in  every  motion.  He  adapts  his  labor  i 
the  material ;  he  discriminates  between  the  qualities  c-^f 
that  material.  He  meets  the  little  difficulties  of  his  worrr—k 
with  more  skill  and  less  waste.  These  two  advantages  c=rf 
the  division  of  labor  are  shown  in  the  different  wages  whicr^h 
skilled  mechanics  obtain  as  compared  with  unskilled,  ubTMe 
•eamen  with  landsmen. 
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3d,  It  saves  timc,  in  passing  frora  one  work  to  another. 
In  the  making  of  a  chair  after  the  primitive  fashion  we 
have  supposed,  a  great  deal  of  time  will  be  spent  in  passing 
from  bne  part  of  it  to  another,  from  the  place  of  one  Opera- 
tion to  that  of  another.  And,  even  where  we  suppose  a 
laborer  to  be  engaged  in  two  Operations  only,  thero  is  still 
a  loss  inflicted,  just  as  often  as  he  has  occasion  to  leäve  one 
for  another.  It  is  not  a  loss  alone  of  the  time  physically 
necessary  in  effecting  the  transition,  but  each  Operation  will 
leave  something  to  harass  the  mind  in  the  other.  During 
the  first  part,  the  attention  will  be  distracted  by  what  has 
just  been  left.  During  the  last  part,  the  attention  will  run 
on,  anticipating  what  is  to  come.  The  shadow  is  cast  both 
ways  upon  the  mind. 

4th,  It  facilitates  the  invention  of  tools  and  machines.  If 
a  treasure  of  gold  or  iron  or  oil  is  hid  under  the  ground,  the 
discoverer  is  more  apt,  other  things  being  equal,  to  be  the 
man  who  owns  the  land,  and  resides  and  works  on  it,  than 
a  casual  visitor.  So,  if  there  is  a  possibility  of  adapting 
foreign  forces  to  the  production  of  values,  the  inventor  will, 
on^the  same  condition,  more  probably  be  the  workman  than 
any  one  eise ;  he  is  constantly  engaged  upon  the  Operation ; 
he  desires,  of  course,  to  simplify  it,  since  it  is  a  law  of  mind 
to  do  as  little  work  as  possible  for  a  certain  result;  he 
knows  the  wants  of  the  subject ;  he  knows  all  the  capabili- 
ties  of  his  material ;  he  thinks  about  it  all  the  time,  and  can 
try  an  experiment  without  changing  his  place.  Therefore, 
by  the  logic  of  Nature,  he  invents.  And,  in  fact,  few  of  the 
great  aids  to  industry  have  been  discovered  by  disinter- 
este4  sctence.  They  came  from  the  laboring  brain  of  the 
mechanic.  Where  the  work  was  almost  too  delicate  for 
human  eyes,  a  thousand  iron  fingers  go  around  to  do  it, 
never  losing  their  nimbleness,  nor  ever  getting  weary; 
where  the  work  was  too  great  for  human  strength,  monster 
arms  swing  the  hammer,  or  toss  the  load  in  air. 

The  history  of  American   manufactures  expounds  the 
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pbraee« "  Sfoeemtr  k  die  moibar  of  fareutaan/"    Ena* 
sIxy**<4  d*  &jnMh  have  bwti  dirwted  to  ifwtm  i 
tail  4i^>/r«riecf  in  die  war  we  have  deseriöbei.    One 
QptntifAt,  cfßustmür  emvkt/fuif  die  attention,  mus^ii 
k*e  all  it*  «eeref»« 

dtb,  It  feeuref  die  better  adaptation  of  physcal  and  men- 
tal abilitfe*,  Xo  cooiodenukm  b  more  vital  tfaan  dris.  The 
work  whfch  man  find«  to  do,  die  eflbrt»  he  has  to  make 
fr/r  mturtMctioa*,  however  high  bis  wants  maj  rise,  will  be 
of  Ute  wiout  variou*  character,  and  require  the  most  diverse 
powern,  There  are  Operations  which  demand  great  strength ; 
other»,  rapid  motion ;  others,  good  judgment ;  others,  a 
nieehanical  eye;  otber»,  fidelitj  and  trust;  others,  high 
fntelligence  and  education.  Such  qualities,  even  those 
ptirely  physical,  are  not  found  equally  in  all ;  nay,  bj  the 
compensatio!*«  of  Nature,  they  are  generally,  thoogh  not 
necessarily,  found  apart.  Therefore,  unless  work  were 
dfrided  according  to  the  several  qualities  required,  a  defi- 
ciency  in  one  would  neutraüze  all  the  others,  and  exclude 
the  workman  from  employment,  or  compel  him  to  work  at 
great  disadrantage. 

The  extensive  applications  of  this  principle  will  occur  to 
every  mind.  Euch  man  finds  the  sphere  of  Ins  highest  use- 
ftilness  as  he  i*  endowed  by  Nature.  Those  who  are  gifted 
witli  education  and  ingonuity  devote  all  their  time  and 
energy  to  dutie*  appropriate  to  such  powers.  They  thus 
eonfer  on  othor*  the  udvantago  of  their  own  gifts,  and  are 
themtelvos  spared  frorn  drudgery  and  uncongenial  labor. 
The  pooiwt  in  qualiflcationn,  also,  find  a  place  in  which 
they  oau  produeo  within  the  great  partnership  of  society. 
Women  are  euablod  to  undurtake  business  of  the  most  deli- 
cate  and  iniportant  charactor,  to  which  their  strength  is 
suffloient ;  whilo  ohildroii  of  all  ages  tako  parts  that  would 
otherwise  oecupy  men.  The  power  saved  or  gained,  by 
•uoh  au  adaptation  of  talentti  to  special  branches  of  indua- 
try,  U  incalculable.     Without  it,  a  great  part  of  the  human 
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race  would  be  helpless  paupers,  and  the  remainder  would 
earn  a  scanty  and  miserable  livelihood.  Man  working  by 
himself  is  a  poacher  on  the  domain  of  Nature ;  men,  in 
industrial  society,  found  empires,  build  cities,  and  establish 
commerce. 

And  not  merely  do  all  find  in  a  proper  division  of  labor 
their  füll  occupation  and  fair  reward,  but  the  work  of  each 
is  just  as  truly  productive  as  that  of  any  other.  The  boy 
who  watches  crows  does  as  much  at  that  business  as  the 
bravest  and  greatest  of  earth.  He  takes  the  place  of  some 
one  who  goes  away  to  do  a  larger  work.  In  anthropology, 
this  is  only  a  boy ;  in  political  economy,  he  is  a  man.  He 
and  the  other  make  together  two  men. 

6th,  It  increases  the  power  of  capital  in  production,  tends 
to  concentrate  manufactures  in  large  establishments,  and 
reduce  profits. 

Supposing  all  men  equally  capable  of  carrying  on  inde- 
pendent  business,  which  is  not  the  case,  —  if  we  compare 
seven  men  each  with  a  capital  of  $1,000  and  one  man  with 
a  capital  of  $7,000,  we  shall  find  the  economical  advantage 
greatly  in  favor  of  the  latter.  The  former  must  do  busi- 
ness on  a  small  scale,  and  purchase  materials  in  small 
quantities.  The  latter  can  buy  at  wholesale  prices,  can 
afford  to  go  often  to  market,  and  to  keep  himself  well  in- 
formed/and  will  seil  as  well  as  buy  to  great  advantage. 

In  addition  to  this,  the  large  manufacturer  can  afford  to 
work  for  a  smaller  rate  of  profit. 

A  Single  hatter,  for  example,  who  makes  only  $2,000 
worth  of  hats,  must  secure  25  per  cent,  in  order  to  have  a 
net  income  of  $500 ;  while  the  man  who  can  make  $20,000 
worth  of  hats  will,  if  he  realize  only  12£  per  cent,  have  an 
income  of  $2,500.  Jl  cotton  manufacturer,  who  makes  3,000 
yards  per  day,  or  900,000  per  annum,  if  he  gets  but  half 
a  cent  per  yard  profit,  has  an  income  of  $4,500';  the  man 
who  makes  but  300  yards  per  day,  at  one  cent  per  yard, 
or  double  the  profit,  gets  but  $900. 
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We  see  from  thcsc  illustrations  why  the  great  establish- 
ments  drivo  smaller  ones  out  of  the  markot.  A  tendency 
to  a  reduction  of  profits  is  a  iiatural  consequence  of  this. 
Thorefore,  othcr  tbings  boing  equal,  it  is  desirable  that 
manufacturing  establishmcnts  ßhöuld  be  sufficiently  large 
to  sucuro  all  tho  advantages  of  concentratcd  capital,  and 
effuct  tho  complcte  division  of  labor. 

7th,  It  shortens  appronticeship. 

Evory  art,  trade,  or  profession  must  be  preceded  by  au 
appronticeship,  moro  or  less  cxtcnded,  according  to  what  is 
nooossary  to  be  loarned.  A  trade,  which,  in  order  to  be 
perfectly  understood  in  all  its  parts,  requires  an  apprentice- 
ship  of  sevon  yoars,  —  if  it  be  subdividcd  into  seven  different 
Operations,  may,  it  is  evident,  be  obtained  with  as  great  a 
degree  of  jiorfoction  by  an  avorago,  in  each  branch,  of  one 
yoar's  serviee.  Souio  of  the  parts  may  require  more  than 
one  year,  othors  less. 

Now,  wo  find  this  to  be  practically  true ;  and  the  result  is 
a  great  saving  of  Urne,  and  tinio  is  money. 

For  exaniple :  — 

Seven  mon  serve  seven  ycara  each  to  learn  to  make  hats, 
—  in  all,  a  serviee  of 49  yean 

Seven  men  sorvo  oue  year  each  to  learn  to  make  a 
•evcnth  of  a  hat,  equal  to 7    „ 

Saving  of 42  yean 

in  the  mechanical  education  of  every  seven  men  employed  in  this 
manuer. 

Apply  this  principle  to  the  manufkcturere  of  Massachusetts,  which 
ha*  at  least  75,000  skilled  workmen,  and  suppose  the  apprentice- 
ship  to  be  seven  yean,  we  have  — 

75,000  at  7  year*  each *.    .    .    525,000  yean 

75,000  at  Tyear  each 75,000    „ 

Saviagof 450,000  yeara 

in  one  generation  of  sktlled  workmen. 

It  will  be  oboerwd  that  theae  ar*  yoars  of  appronticeship, 
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not  of  labor.  In  considering  what  is  the  saving  to  the 
wealth  of  the  country,  we  mtost  estimate  the  amount  of 
values  created  by  these  workmen  during  the  apprenticeship 
under  the  first  System  supposed.  Per  contra,  we  must  take 
into  account  the  grcater  amount  of  matcrial  destroyed  in 
teaching  each  man  to  do  all  the  parts,  and  the  greater  inter- 
ruption  of  the  employer  or  journeyman. 

If  wo  suppose  these  years,  saved  from  apprenticeship, 
to  have  an  average  value  of  $200,  we  have  a  saving  of 
$90,000,000  for  each  generation  of  skilled  workmen  in  Mas- 
sachusetts. 

The  principle,  under  which  this  saving  of  time  is  made, 
cannot  be  disputed. 

8th,  It  gives  opportunity  for  greater  social  development, 
and  increases  the  social  power  of  labor. 

This  is  immediately  of  moral  interest ;  but  it  has  impor- 
tant  economic  bearings.  The  principle  itself  is  indispu- 
table.  Not  only  is  the  workman  brought  near  his  fellows, 
and,  by  such  contact,  stimulated  to  industry,  to  acquiskion, 
to  taste ;  not  only  does  such  association  of  purposes  and 
means  afford  more  of  the  instrumenta  of  intellectual  ad- 
vancement,  —  schools,  lectures,  churches,  Journals ;  not  only 
does  the  close  neighborhood  of  mind  quicken  and  brighten 
all  the  faculties,  teaching  by  example,  and  firing  by  con- 
troversy;  but,  by  such  association,  workmen  are  brought 
nearer  their  employers,  have  a  greater  sympathy  and  Co- 
operation, act  intelligently  and  harmoniously  as  to  their 
•rights,  and  form  a  public  opinion  among  thcmselves  which 
has  often  been  found  a  great  power,  economically  and  civilly. 
Such  an  association,  moreover,  brings  the  workman  nearer 
the  government  and  the  public  force ;  sometimes  for  evil, 
but  often  for  good.  A  population  thus  concentrated  is 
capable  of  prodigious  impulses.  All  the  artisans  of  the 
empire  are  not  equal  to  the  mob  of  the  capital.  Govern- 
ment knows  and  respects  the  power  of  this  class,  no  matter 
how  fully  disfranchised  it  may  be  in  the  law 
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THE   LIMITATION:*   TO   THE  DIVISION   ÖF   LAW  in. 

Büt  tlie  great  primriple  of  division  of  labor,  so  vcry  bem 
licial  in  ertiosu,  h  yet  limited  by  certaia  condi 

which  it  camiot  diarcgard. 

Igt,  Wlii-ii  the  prüiciple  liaa  been  »ofur  applied  that  ea< 
ihmi  Uns  been  made  an  simple  and  iully  a  unit  a* 
Immun  iii-.imjiy  etil  deviao*  Beyond  this,  there  is  110 
division,  (Mit  ofllj  r^ettöta.  Any  attempt  to  refiüö  the 
proeeas  mo  far  an  to  give  the  workman  Ichs  tlinn  One  natn- 
rally  complete  motion  of  tlie  body,  will  only  embarra> 
detay  iuduatry. 

Wheii  the  eoncentnüi<  ipltal  has  hecome  so 

I  that  intereetod  personal  Bupcrvision  coiinotbebro 
to  be&r  upoti  eacb  department,  aiid  lipon  the  whol 

•\  willi  Kufficicnt  intensity  to  insurc  efitaiencj  aiul  fidelity 
ou  the  part  of  thoso  employed,  and  harmony  in  the  geucral 
oondtiet  of  the  trasinssft*  Beyond  tltm  pofnt,  the  advantages 
derivoil  from  the  power  of  ooncentration  are  neutrulized.  1t 
may  evon  beeosne  imseliLevoiiR.  ltis  well  that  there  shouid 
be  limitatious,  because  they  prevent  such  aggregntiona  of 
capital  as  would  wwaüow  up  tho  whole  iudiiötry  of  a  stat©. 
Expericnce  shows  that  tho  greateat  e&t&Hiehmeiits  an-,  tat 
atways  or  generaUy  the  nie  »st  profitable.  Thosc  wliieh  are 
large  e&OUgfa  to  öoctire  all  the  real  ad  van  taget*  of  COJI 
trated  capital  and  eoiubined  eflbrt,  yet  are  ömall  enough  to 
bc  brougbt  ander  direet»  personal,  tntereetod  wupenision, 

an*  tlie  most  beiirfiuial  to  their  owners  and  the  public. 

5d3   Wbere  the  industry  coiisiats  of  an  indefinite  numbe 
of  paris,  yei  the  special  circumstanees  will  not  allow  eachai 
workman  profitable  employment  in  a  tingle  Operation,  —  fo: 
examplc,  agriculture  in  mmt  of  ita  bttnehefl:    first,  fro: 
the  fact  that  ita  Operations  camiot  bc  Buffieiently  bcaüzed 
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and,  second,  from  the  necessities  of  the  seasons.  No  depart- 
ineut  is  capable  of  so  much  subdivision  as  this;  yet,  in 
practice,  none  expcriences  so  little.  In  mining,  the  fish- 
eries,  and  niany  incidental  matters,  it  is  effected  to  a 
considerable  extent ;  but,  in  most  of  the  parts  of  pure 
agricnlture,  it  has  very  limited  ränge.  Boys  and  woinen 
are  indeed  made  useful  in  it,  but  they  havc  not  the  same 
continuous  and  profitable  employmont  as  in  manufactures. 
Nor  does  their  work  correspond  precisely  with  what  is 
required  in  our  definition  of  the  division  of  labor.  They 
are  occupied,  generally,  not  in  one  Operation  so  much  as  in 
a  miscellaneous  class  of  light  duties,  too  variable  to  realize 
the  dexterity  and  thoroughness  obtained  elsewhere. 

There  are  other  instances  which  seem  to  approach  near 
to  the  conditions  of  the  highest  efficiency.  Some  persona 
are  employed  for  an  entiro  Community  to  plant,  to  graft,  or 
to  team;  but  not  only  does  the  extent  of  territory  limit 
their  application  to  a  Single  pursuit,  but  the  change  of  the 
seasons  drives  them  from  one  to  another  almost  every 
month.  Stock-raising,  and  gardening  for  large  markets, 
afford  the  best  American  example  in  agriculture ;  yet  each 
of  these  is  not  only  a  considerable  department  in  itself, 
but  whoever  engages  in  either  of  them  must  dö  much 
not  directly  connected  with  it. 

The  eulture  of  the  grape  realizes,  perhaps,  as  fully  the 
mechanical  advantage  of  division  of  labor  as  any  in  agri- 
culture. 

But,  generally  speaking,  the  farmer  is  a  laborer  of  a 
thousand  duties. 

This  fact  alone  does  not  aecount  for  the  different  pro- 
duetiveness  of  the  manufacturing  and  tho  agricultural  inter- 
ests.  In  the  nature  of  their  objeets,  it  is  found  that 
machinery  must  be  applied  to  them  in  far  different  propor- 
tions.  The  mechanic  arts,  which  can  be  localizcd  to  the 
highest  degreo  of  concentration,  and  made  general  to  all 
seasons  of  the  year,  admit  also  of  prodigious  inultiplication 
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dt  artificial  agents.  From  tbese  considerations.  we  dednce 
the  piinciple.  that  tbe  value  of  agricultnral  prodocts,  as  a 
class. —  that  is,  tfaeir  power  in  exchange  for  prodocts  other 
than  agricultnral. — will  be  constantly  inereasing.  A  bushel 
of  com.  in  1*20.  would  porchase  only  foar  yards  of  cotton 
cloth.  In  18^0.  it  would  purchase  ten  yards  of  the  same 
or  bener  qoality.  This  difference  will  eontinue  to  grow 
wider  and  wider  as  the  meehanic  arts  advance:  bot  not 
indefiniter?,  inasmuch  as  the  materials  of  manofactures  are 
always  themselves  of  agricultural  origin.  and  henoe  the 
depreoation  of  the  prioe  is  limited. 

We  have  thns  far  spoken  of  the  diviskm  of  labor  as 
applied  only  to  direct,  material  production.  affecting  the 
laboring  classes,  and  those  immediately  superintending 
than ;  bat  the  principle  has  been  extended  to  mental  labor, 
as  well  as  that  which  is  simpl y  muscnlar. 

The  professions  known  as  the  learned.  and  others  which 
have  an  important  thoogh  indirect  agency  in  prodoction 
(for.  nnless  tbey  have  some  agencr  in  prodoction.  we  have 
nothing  to  do  with  tbem  here).  naturally  divide  themselves 
into  branches  more  or  less  nomerous  and  special,  as  occa- 
sion  offers.  Tbe  recognirion  of  professions  and  indostrial 
classes  is  itself  a  tribute  to  the  great  principle  of  the  divis- 
ion  of  labor :  but  it  proceeds  still  further.  to  assign  special 
fancüons,  within  those  professions  and  classes.  to  individual 
members. 

Tbos  the  law.  when  a  sufficient  conoentration  of  legal 
labor  is  secored.  branches  into  the  departments  of  thles 
and  oonveyances.  of  insorance.  of  marine  losses.  forfehure 
and  salvage.  of  patents.  of  criminal  jurisprndence.  4c  In 
mediane,  tbe  eye.  the  ear.  the  skin.  oonsumption,  fevers, 
Cancers,  have  each  their  own  practitioners. 

That  scknce  and  skOl  are  promoted  by  such  snbdi- 
vision,  and  that  the  immediate  efficiency  of  professional 
labor  is  greaüj  increased  thereby,  cannot  be  intelligently 
questiooed. 
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As  auy  Community  advances  to  a  higher  civilization, 
specialties  are  more  and  more  resorted  to.  Individuais, 
finding  themsclves  peculiarly  adapted  by  their  taleiits  and 
tastes  to  a  particular  calling,  or  having  unusual  advantages 
for  the  pursuit  of  it,  give  theniselves  up  to  that  object. 
They  concentrate  upon  it  their  thoughts,  their  time,  and 
their  resources.  They  excel.  They  know  more,  and  can 
do  better,  in  their  chosen  line  than  tliose  about  them.  Tüis 
gives  them  position  and  power.  They  are  sought  for,  are 
looked  to,  because  they  have  something*that  iß  wanted.  No 
matter  how  humble  his  Station,  or  how  minute  his  field  of 
investigation,  if  a  man  understands  something  perfectly,  his 
world  —  whether  a  hamlet  or  an  empire  or  the  race  —  will 
resort  to  him.  He  becomes  a  beneiactor  of  society.  He 
receives  its  honors  and  rewards.  There  is  no  person  in 
any  position  in  life,  however  exalted  or  lowly,  who  may  not 
advantageonsly  cultivate  a  specialty. 


CHAPTER  VI. 

THE  DISADVANTAGES  OP  THE  DIVISION  OP  LABOB. 

Ist,  It  tends  to  enervate  the  laborer,  because  it  does  not, 
as  a  general  fact,  give  füll  activity  and  development  to  all 
the  functions  of  the  body. 

We  shall  proceed  to  show  that  this  is  true  of  those  classes 
who  perform  what  we  have  designated  as  material  labor, 
whilo  the  very  distinction  of  mental  labor  implies  such  a 
Separation  between  the  natural  functions  as  seems  not  to 
consist  with  the  best  physical  condition  of  those  engaged. 
Common  Observation  will  affirm  that  this  is  strikingly  true. 
It  is  not  necessary,  but  the  tendency  exists. 

In  the  material  occupations,  it  is  found  that  confinement 
to  a  Single  Operation  is  often  highly  injurious.    There  are. 
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forms  of  labor  which  sufficientJy  exercise  the  several  parte 
of  the  body.  The  mere  fact  of  uniformity  of  motion  brings 
no  objection  to  such  as  these.  But  there  are  those  which 
require  the  constant  fatiguing  use  of  some  member,  to  the 
injury  of  the  rest  of  the  body ;  others  require  a  cramping 
posture  that  oppresses  and  disorders  the  vital  organs; 
others  still  require  Üie  workman  to  poison  his  blood  with 
unwholesome  gases.  In  the  great  centres  of  capital  and 
labor, — whether  we  regard  the  mill,  or  that  larger  mill, 
the  city  itself, — it  is  notorious  that  distortion,  paralysis, 
and  organic  feebleness,  are  more  common  than  where  labor 
is  difiused,  and  the  laborer  changes  his  work  and  his  place 
frequently. 

That  tlüs  will  occur  in  the  course  of  all  manufacturing 
industry  is  probable.  That  it  is  inevitable  does  not  so 
clearly  appear.  The  sanitary  arts  keep  even  pace  with  the 
advance  of  machinery.  The  civil  war  in  America  developed 
astonishingly  the  rosources,  which  are  at  the  command  of 
govcrnment,  to  suppross  inalaria,  and  reform  the  habita- 
tions  of  disease.  The  growth  of  manly  sports,  and  the 
cultivation  of  gymnastics  for  healtirs  sake,  are  likely  to 
work  a  great  change  for  the  better  in  the  sanitary  conditions 
of  our  people.  The  intelligent  precaution  of  operatives  in 
every  country,  where  their  remuneration  is  any  thing  less 
than  robbery,  can  guard  against  all  excessive  derangement 
of  the  bodily  functions. 

It  is  perhaps  significant  to  the  question .  whether  the 
application  of  the  bodily  powers  to  a  single  continuous 
action  is  really  in  practice  injurious,  that  we  find  in  the 
statistics  of  Massachusetts,  ranging  over  sixteen  years, 
the  average  life  of  u  laborers  having  no  special  trades "  to 
be  less  by  two  years  than  that  of  "  active  mechanics  in 
shops." 

Mechanical  Operations  were  formerly  considered  as  dis- 
qualifying  for  military  Service ;  and  evcn  our  modern  phi- 
losoprfiy  has  found  in  them  a  reason  for  the  employment  of 
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mercenaries,  and  the  maintenanco  of  standing  armies.  But 
the  great  civil  war  just  referred  to  exhibited  the  novel  fact, 
that,  beyond  all  dispute,  the  troops  raised  in  agricultural 
districts  are  not  so  hardy  in  the  privatious  and  exposures  of 
camp  and  field  as  those  Coming  from  the  towns.  This  does 
not,  however,  imply  a  better  state  of  health  at  home.  It 
may  be,  that  the  latter  class  find,  in  the  constant  exercise 
and  the  out-door  employment,  just  that  change  of  habit  and 
condition  which  they  needed.  All  that  is  different  from 
their  usual  course  of  life  is  in  the  direction  of  more  air  and 
light  and  motion;  while  the  agricultural  laborers  find  no 
change  except  for  the  worse.  They  have  been  accustomed 
to  active  employment ;  but  the  harsh  necessities  of  the  Ser- 
vice come  to  them  fresh  and  strong.  It  is  perhaps  the 
direction  of  influences  more  than  the  degree  of  them  which 
determines  these  matters  of  health;  or  it  may  be,  that 
mechanical  occupations,  contrary  to  general  opiniön  and 
in  spite  of  some  piain  drawbacks,  do  tend  to  compact  the 
frame  and  the  sinew,  and  lend  force  and  vitality  to  the  Or- 
gans. Whatever  the  explanation,  we  will  rest  with  the  fact, 
that,  in  the  severe  trial  of  strength  and  endurahce  made  by 
the  war,  the  mechanical  occupations  have  not  been  dis- 
credited. 

2d,  This  System,  in  some  of  its  applications  and  in  certain 
degrees  of  cxtension,  does  not  give  that  füll  employment 
and  expansion  to  all  the  powers  of  the  mind  which  its  nor- 
mal development  requires.  This  is  obvious.  The  mind,  if 
intensely  devoted  for  a  whole  life  to  a  Single  effort,  and  that 
perhaps  of  the  most  simple  kind,  cannot  but  be  unfavorably 
affected.  Unless  counteracting  influences  are  resorted  to, 
it  will  undoubtedly  be  contracted  and  enervated. 

To  this  liability  are  opposed  three  compensations :  — 

a.  The  great  communicativeness  observable  in  such  cir- 
cumstances,  the  eager  discussions,  the  free  inquiry,  the 
school,  and  the  lyceum. 

b.  The  saving  principle  that  the  employment  of  one  mem- 
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bor  i*,  to  a  certain  extent,  the  employment  of  all.  The 
liiunan  faculties,  mental  and  physical,  are  a  knot.  They 
iutorpcnctrate  so  complctely  that  it  is  impossible  to  move 
(nie  without  affecting  the  rest.  If  we  compare  the  mind  to 
a  roscrvoir,  we  may  say  that  the  individual  powere  and  dis- 
positions  flow  out  of  it  as  so  many  streains ;  but  there  is 
nothing  to  prevent  them  from  flowiug  back,  if  the  level  is 
Hufliciontly  disturbed.  The  special  use  of  one  may  develop 
it  graitly ;  make  it  more  strong  and  active  than  the  others. 
But  such  a  predominance  is  not  distortion.  Few  minds  are 
capublo  of  even  and  temperate  growth.  In  this  principle 
rosidos  tho  variety  of  human  character.  It  may  be  ques- 
tiouod  whothor  any  but  the  most  gifted  can  be  educated  in 
any  othor  way  so  tlioroughly  and  efficiently  as  by  interested 
ttppliaitiou  to  some  Single  matter.  Generalization  and  broad 
phihnmphy  rouso  tlio  füll  powers  of  but  few  intellects.  In 
(ho  iui\|ority  of  cases,  it  will  remain  true  that  intense,  spir- 
II od,  porsistout  labor  directed  to  one  point  is  better  than  the 
hutguid,  norvoloss,  unspurrod,  rambling  play  of  all  the  fac-  , 
ullioH.  Mind,  to  bo  enorgotie,  must  not  be  republican.  The 
powcrs  must  bo  contralizod.     Some  must  be  despotic. 

Indnod,  tho  urgumont  against  division  of  labor  on  this 
WMim  would  bo  bottor  expressed  by  saying,  that  the  constant 
rnpotitiou  of  single  aets  ho  far  disjMMises  with  thought,  and 
*»veu  wli.li  ooiiHcioiiHiiortH,  in  tho  Operation,  that  it  makes  man, 
in  roiiim  hoiiho,  ti  muehiuo.  Tbis  is,  to  a  considerable  extent, 
Iriwi  Hin  «loiupoiiHution  boing  that  it  affords  a  greater  op- 
fttniunWy  f'or  dirtciitftiiou  und  roflcction,  if  the  workman 
hU'thwn  to  uvail  liiiiiHolf  of  tho  kind  of  mental  leisure  which 
)*  ttttnr*U:il  by  lli«  iiioiiotouy  of  bis  occupation.  It  is,  there- 
farns  iinl  lUtt  MXfriittbivis  uho,  but  tho  disuse,  of  the  intellect- 
h*l  fiu:tiUu:*j  lliat  ib  to  Iü3  l'narod  in  thoso  arts  to  which  labor 
Um  l*:«u  tMi'U'A  Ui  iU  füllest  division. 

//.  TIm*  luljonsr  i*  not  all  workman.  While  his  special 
HMMimlUm  provid»*  («>r  hin  HuliHiHtence,  and  endows  hira 
WHU  miurgy,  Uidu*tvy,  aud  coucontrativeness  of  mind  and 
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character,  he  has  other  hours  and  otber  duties,  ample,  if 
reasonably  used,  to  compensate  for  all  the  evil  mental 
effects  of  his  continuous  toil. 

It  will  be  observed,  that  it  is  only  to  the  division  of  labor 
beyond  a  certain  point,  that  the  objections  we  bave  discussed 
have  any  application.  A  more  ill-developed  society,  with 
more  ill-developed  niembers,  could  not  be  concfcived  than 
where  this  principle  was  not  applied  at  all.  In  fact,  there 
could  be  ncither  members  nor  society ;  but  here  and  there  a 
savage  would  bask  in  the  summer  sun,  or  hide  himself  in 
the  storms  of  winter,  in  hopeless,  helplcss  barbarism. 

However  we  may  speculate,  a  priori,  on  the  consequences 
of  dividing  minutely  the  parts  of  labor,  we  may  perhaps 
get  a  stronger  light  and  a  better  view  by  observing  the 
mighticst  experiment  of  industry  ever  known  in  the  world, 
—  that  of  England  to-day.  Nowhere  are  the  natural  advan- 
tages  of  agriculture  more  apparant;  nowhere  has  manu- 
facturing  been  more  elaborated.  Yet  no  person  can  be 
cognizant  of  the  condition  of  the  English  population,  with- 
out  being  assured  that  the  manufacturing,  laboring  class  is 
almost  immeasurably  above  the  agricultural  in  intelligence, 
in  independence  of  character,  and  obedience  to  law.  Prob- 
ably  the  most  conservative  nobleman  of  tlie  realm  would 
admit  that  the  former  class  is  far  better  qualified  for  the 
franchise  than  the  latter. 

3d,  It  will  follow,  from  what  has  been  already  urged,  that 
division  of  labor,  in  its  greatest  extension,  has  a  tendency, 
or  at  least  there  is  found  in  it  a  liability,  to  lower  the 
average  of  health,  to  shorten  life,  and  prevent  the  natural 
increase  of  population. 

All  these  results  are  found,  on  examination,  more  or  less, 
but  still  above  the  general  facts  of  the  country,  in  all  the 
great  centres  of  manufacturing  industry,  where  the  füll  pos- 
sibilities  of  the  mechanic  arts  are  realized  by  the  intense 
subdivision  of  labor.  This  result  can  only  be  partially  and 
confusedly  shown  by  statistics:   still  enough  can  be  ex- 
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tracted  to  assure  us  tliat  there  is  a  great  loss  gf  vital 
energy,  whether  or  not  it  is  necessary  to  such  a  State  of 
indiifttry. 

The  American  average  of  life  may  be  expressed  nearly  as 
follows :  *  — 

Cuhivators  of  the  earth 64  yeara. 

Active  mechanics  out  of  shops   ....  50     „ 

Active  mechanics  in  shops 47  J  „ 

Inactive  mechanics  in  shops 41 1   „ 

Laborers,  no  special  trade* 45$   „ 

These  statistics,  accuratcly  gathered  and  showing  the 
results  of  many  ycars,  require  "  correction  "  in  several  par- 
ticulars,  if  the  real  lesson  of  theni  is  to  be  obtained.  In 
the  first  place,  two-thirds  of  the  class  of  mechanics  as  pre- 
sented  liere  are  engaged  in  such  occupations  as  do  not 
allow  any  very  extcndcd  subdivision  of  the  parte,  so  that 
the  average  of  the  great  manufacturing  establishments  and 
thcir  dcpcndent  cities  would  be  fonnd  still  more  striking. 
In  the  second  place,  the  agricultural  occupations  are  con- 
tiuually  making  contribution  to  manufacturers  of  their  best 
blood  and  bonc,  renewing  tho  natural  waste  of  the  mill  and 
shop,  and  so  interfering  with  the  statistics  of  the  subjeet. 
This  dement  can  neither  be  eliminated  nör  determined. 
We  »hall  rest  satisfied  with  knowing  it  is  there.  So  impor- 
tant  is  it  at  times,  that  Lowell  appears  on  the  tablcs  as  one 
of  tlio  healthiest  cities  of  America.  It  is  unquestionably 
true  that  much  of  the  historical  feebleness  and  mortality  of 
sucli  places  has  becn  avoided  by  more  humane  and  intelli- 
gent precautions,  by  gymnastic  sports  and  out-door  games, 
and  by  a  botter  adaptation  of  all  the  conditions  of  produc- 
tion  to  tho  hecessitics  of  life  and  well-bcing.  But  the  great 
fact  which  aecounts  for  this  seeming  healthfulness  of  a 
manufacturing  city  is  the  constant  infusion  of  the  fresh, 
vigorous,  young  blood  of  the  country. 

*  Mu Mchuietti  Eegistration  of  Birthi,  Deftths,  and  Marriage». 
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It  is  not  necessarily  a  disadvantage  in  this  respect,  that 
manufactures,  in  their  greatest  centralization,  prevent  the 
füll  natural  increase  of  population.  Indeed,  it  is  a  bene- 
ficent  provision  of  Nature  which  checks  propagation  in 
precisely  those  circumstances  where  the  offspring  is  less 
likely  to  receive  that  nourishment  and  care  and  exercise 
which  shall  secnre  its  best  development.  Far  from  being  a 
misfortune,  it  is  well  that  those  who  are  to  live  in  the  cities 
should  be  born  in  the  country,  and  get  size  and  strength  on 
the  hills  and  in  the  open  air.  This  tendency  does  not  go 
so  far  as  to  deprive  the  dwcllers  in  the  cities,  and  the  work- 
ers  in  brass  and  wool,  of  the  cares  and  the  pleasures  and 
the  culture  of  paternity.  Yet  the  law  that  men  shall  be 
born  upon  the  land  is  as  clear  in  history,  and  in  our  com- 
mon Observation,  as  any  fiat  of  Nature. 

4th,  The  division  of  labor  lessens  the  number  of  those 
who  do  business  on  their  own  account.  This  is  a  natural 
consequcnce  of  what  has  been  shown.  We  have  said  that 
capital  has  a  tendency  toward  concentration ;  and,  if  it  be 
aggregated,  labor  must  also  be.  The  result  of  this,  in  agri- 
culture,  is  to  absorb  the  yeomanry  into  the  class  of  those 
who  labor  by  the  day  or  month,  with  no  interest  in  the 
land.  The  result  in  manufacturing  is  to  subordinate  hun- 
dreds  of  operatives  to  the  control  of  a  single  will.  This 
häs  a  threefold  relation :  a.  To  the  formation  of  character. 
Something  of  independence  and  self-respect  is  unquestion- 
ably  lost,  so  far  as  these  depend  on  extcrnal  conditions.  • 
Position  and  respbnsibility  do  foster  and  strengthen  maü- 
liness  and  self-mastery.  By  the  division  of  labor,  the 
independence  of  each  is  sacrificed  to  the  good  of  all.  It 
will  not  be  doubted,  that,  on  the  whole,  it  is  desirable  that 
it  should  be  so  ;  nor  can  it  be  denied  that  there  are  partial 
drawbacks,  even  in  this  piain  tendency  of  civilization.  It 
is  the  sacrifice  man  has  to  make  in  society,  in  industry,  in 
government.  J.  To  the  fairness  of  remuneration.  A  rery 
few  now  participate  in  the  profits.     The  great  bulk  of 
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wni'kmon  recoive  only  wage«,  and  that  011  teinporary  eugage- 
mciiU.  This  dinproportion  may  be  execssive,  and  is  likely 
to  ho  whepe  lawH  or  iiiHtitutioiiH  check  enterprise,  and 
di*eourujro  iadividual  ollbrt.  In  such  cases,  laborers  are 
practioally  a  herd  of  eattln,  driven  about  from  place  to  place, 
roeeiving  hure  subsistenee,  and  unable  to  inend  their  con- 
ditiou.  This  is  a  lamentable  stuto  of  things;  au  abuse  of  a 
Rood  prineiple.  No  ouo  ean  deny,  however,  that  the  worst- 
tivated  o|>erati\es  of  the  eivilized  world  reeeive  infiuitely 
inoro  thau  if  the  efforta  of  nieu  wore  all  iadividual  aud 
imle|>emleul,  and  oaoh  was  loil  to  satisfy  bis  wants  from 
the  prtimtixo  rosources  of  Kature.  Hut,  eveu  if  we  come 
forward  lYom  the  barharous  State  to  that  iu  which  the  work 
of  man  haa  dmded  itself  into  numorous  trades,  euch  of 
tiioao*  ho>\e\or%  yet  remaining  distineu  aud  compare  tlris 
with  the  present  State«  in  whioh  trade»  have  been  repeatedly 
*uln)i>  ided«  —  capital  aggregate  and  labor  subordinatc, — 
**  shall  \x*t  find  that  Uh>  share  of  üie  poorest  laborer  in  the 
tuijshlY  produei  of  our  industry  of  uvdav  is  greater  than 
e\x\r  Ivloiw  Augusms*  says  Arbuthnou  had  neither  glass 
lo  Ws  »indo**  nor  *  shirt  10  hi>  hack, 

Thu»  umch  could  Iv  urgwl  of  the  »reto-hedest  operatives 
ea*  ihe  earth;  hnu  »heu  *e  regaru  the  condiiion  of  labor 
*$  it  e.\ist*  i»  »oarfy  all  ihe  counirös  of  ihe  »oral.  »\?  shall 
^wrok\\  conti**«  th*u  ibouch  ihe  laborer  ha$  given  up  bis 
*harc  of  ;^i^  Ire  rwoive=s  back«  äs  »-agv=s*  far  wäre  objecto 
of  doa^rr  th*.,  be  coujj  have  itU'jüued  iu  liie  oli  »~iy.  &.  To 
jibe  :«*>*dincj*  of  «attJ.viTäOfcU  Ry  ifce  anracaioa  oif  labor 
V  jtwö  watt«*  li>r  ätte  of  iaa»j  latam*  i*  maöo  oepc&d- 
«im  o«  ttow   of  *  fr»   oajrtau«^      Tirä  is  a  grwa  &cu 

ÜMWt&v  ä  V-br  **«.  ä  iJw-  t-cm  oT  rro«  ^}Ci*i>a:r;aL  ificrftaa«. 
JbHNCk>  4^oa^  iAr  w^rove^  «  i*v*  ir.  »iicL  xr;  v<cumaa 
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tion,  of  riots  and  revolution.  So  far  as  this  will  occur  in 
spite  of  prudence  and  careful  management,  it  is  the  con- 
dition  on  which  we  have  the  advantages  of  division  of 
labor.  Hen  cannot  cross  the  great  ocean  alone.  They 
must  go  together,  have  help  of  each^other,  and  embark 
their  fortunes  ou  a  common  bottom.  More  of  them  would 
perhaps  be  safe  if  each  was  on  a  ship  of  his  own ;  but  that 
cannot  well  be. 

Even  in  regard  to  steadiness  of  employment,  the  aggre- 
gation  of  capital  and  consequent  division  of  labor  assist 
the  workman  up  to  a  certain  point.  That  point  is  the  great 
catastrophe  which  no  structure  can  withstand.  Then,  the 
greater  the  structure,  the  more  completely  it  crushes  the 
laborer. 

Where  capital  is  concentrated,  it  is  stronger,  protects 
itself  better ;  and,  of  course,  the  workman  shares  in  this 
power  and  inimunity.  Where  the  industry  of  thousands  is 
controlled  by  the  mind  of  one,  it  will  be  more  intelligently 
and  harmoniously  administered,  and  with  a  larger  view  of 
the  business.  By  such  superiority  of  union  in  production 
(for  that  is  synonymous  with  division  of  labor),  the  industry 
of  a  country  is  lifted  clean  over  obstacles  which  individual  ' 
enterprise  could  not  pass, — is  prcserved  amid  storms  that. 
would  shatter  the  feeble  fabric  of  Single  hands.  Industry 
in  masses,  when  it  receives  a  shock,  can  hold  on  to  the  accu- 
mulations  of  the  past  and  to  the  credit  of  the  future,  and  so 
Stands  firm. 

But  when  the  blow  becomes  so  heavy  as  to  shatter  even 
the  great  Workshops  of  modern  industry,  and  they  come 
down,  then  truly  the  fall  is  great.  The  ruin  is  more  com- 
plete  than  if  the  storm  had  prostrated  a  village  of  huts. 
The  reservoir  of  gathered  power  has  burst ;  the  Springs 
have  long  since  been  broken  down;  the  wells  been  filled 
up ;  and  there  is  no  supply  for  immediate  wants.  Such  a 
loss  is  repaired  slowly.  The  trampled  grass  raises  itself, 
and  looks  up  again ;  but  the  eak  lies  as  it  falls.    Independ- 
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ent  has  beea  discouraged  by  collective  industry ;  the  shop  has 
been  abandoned  for  the  mill;  each  workman  has  learned 
only  the  fraction  of  a  trade ;  na  one  can  buy,  make,  and 
seil ;  no  one  dares  to  undertake  any  business,  foreseeing 
that  the  Corporation  must  rise  again.  For  a  while,  all  ia 
distress.  It  is  only  when  the  stately  fabric  of  associ- 
ated  industry  is  reared  again,  that  plenty  is  known  in  the 
land. 

We  hare  discusaed,  somewhat  at  length,  the  relations 
which  division  of  labor  holds  to  the  condition  of  the  laborer, 
by  depriving  him  of  the  opportunity  to  do  business  on  his 
own  aooount.  Until  recently,  it  has  been  supposed  that 
the  advantages  of  the  principle  could  not  practically  bo 
obtained  witbout  this  defect ;  that  capital  could  not  be  <xmä- 
centrated,  and  the  trades  perfected,  without  diminishing  the 
independence  and  self-reliance  of  labor.  But  recent  devel- 
opments  seem  to  be  anticipating  the  objection.  It  is  now 
a  matter  of  common  practice  to  admit  the  laborer  to  an 
inteiest  in  business« — a  share  in  profits.  This  is  done  by 
merchants  to  their  salesmen,  by  master  mechanics  to  their 
workmen,  by  ship-owners  to  their  hands.  All  stock-com- 
panies,  of  whatever  character.  admit  of  this  principe. 
Mutual  industzial  associations  for  trade,  mining,  and  insu- 
rance.  furnish  its  most  significant  and  hopeful  applications. 
There  is  no  reason  why  these  should  not  be  extended  much 
further  by  a  gradual  growth,  as  they  are  found  conrenient 
and  profitable.  Just  so  far  as  a  sufficient  spring  of  seif- 
inteiest  can  be  maintained  in  the  eflbrt,  both  of  the  employer, 
ar  manager.  and  of  the  operatiTe,  so  far  mar  mutnality  of 
profits  be  applied  to  all  departments  with  the  most  beoo- 
ficial  resuks. 
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CHARTER  VH. 

THE  DIVISION  PF  LABOB   (j^ncluded). 

We  have  passed  through  the  discussion  of  the  advantages, 
the  limitations,  and  the  disadvantages  of  the  division  of 
labor. 

If,  now,  we  inquire  on  which  side  the  balance  lies,  there 
will  be  no  question  that  it  is  in  favor  of  the  application  and 
extension  of  the  law.  It  appears  as  the  great  multiplying 
power  of  modern  industry;  it  has  made  the  difference 
between  barbarism  and  civilization ;  it  resides  in  man's 
being  as  the  principle  of  help ;  it  is  the  only  name  that 
savage  nature  fears. 

If  we  conld  personify  the  forces  of  matter  and  the  treas- 
ures  of  the  earth,  holding  Council  how  they  might  escape 
being  enslaved  or  plundered  by  rapacious  man,  we  should 
hear  them  say :  a  Let  us  spread  disunion  among  our  foes ; 
let  us  convince  them  that  their  interests  are  separate,  and 
lie  apart ;  let  us  excite  among  them  suspicion  and  hatred. 
Then  the  summer  sun  shall  m&ke  them  languid,  and  winter 
shall  bring  torpor  on  them.  The  waves  shall  overwhelm 
them,  struggling  singly  with  the  ocean ;  the  drought  shall 
starve,  the  snow  shall  freeze  them.  So  will  we  conquer,  and 
be  safe." 

And  indeed,  as  if  they  had  so  talked,  like  the  councillors 
of  a  state  invaded  by  a  powerful  foe,  and  had  so  planned, 
we  find  them  for  ages  deceiving  the  hearts  of  men,  sowing 
dissension,  and  enkindling  strife  by  treacherous  bounties  of 
gold  and  precious  stones,  like  bribes  sent  into  an  enemy's 
camp.  Nations  feil  to  quarrelling  about  the  accidental  and 
trivial  treasures  scattered,  in  fraud  of  their  füll  rights,  upon 
their  paths.  Great  wars  were  waged  to  secure  paltry  bal- 
ances  in  coin :  wealth  of  continents  was  disregarded.  Men 
stood  over  against  each  other,  hunted  for  gold  in  the  dust, 


54  prodüction.  [book  n. 

neglecting  the  mighty  riches  that  lay  deep  in  the  soil. 
Thoy  had  110  hcart  to  say,  Let  us  hclp  each  other,  and  see 
what  wc  caii  do.  Whole  pcoplcs  acted,  aiid  look  now  in 
history  just  as  we  iniagine  mincrs  to  do  when  they  suspect 
the  presence  of  some  great  treasure  among  them ;  each 
hunting  silcnt  by  himself,  casting  aiigry  glauces  from  uiider 
steadfast  lids  ;  each  hcart  beating  fast  with  fear  and  wrath 
that  some  other  may  find  it  first ;  hatcful  all,  and  hating 
one  another. 

That  this  sketch  is  not  exaggerated,  let  it  be  said,  to  the 
shanic  of  niankind,  that  the  Mercantile  theory  was  un- 
doubted  tili  the  niiddle  of  tlie  last  Century ;  proclaiming  as 
truth,  and  pursuing  as  policy,  the  woiid  over,  the  double  lie 
that  the  only  wealth  is  gold  and  silver,  and  that  what  one 
people  gains  in  trade  another  must  lose.  So  man  had  need 
of  Ins  fellow  only  to  rob  him  ;  so  man  had  need  of  Nature 
only  to  get  her  gold. 

Palaces  and  warehouses  floating  safely  on  the  waves; 
breakwaters  along  the  sea ;  coast-lincs  of  docks  and  wharres ; 
arterial  railroads  to  the  length  of  the  continents;  canals 
connecting  oceans;  bridges  leaping  rivers;  the  genii  of 
the  woods  groaning  in  the  wmdinills ;  brook-nymphs  grind- 
ing  com  in  the  Valleys ;  the  spirit  of  the  air  hard  at  work 
pegging  shoes;  mountains  of  iron  split  open;  predous 
crystals,  forming  for  ten  million  years,  strewn  about  the 
land,  —  these  are  the  first  fruits  of  man's  confidence  in  his 
fellow. 


CHATTER  VIU. 

THE  CO-OPERATION  OF  CAPITAL. 

This  is  the  second  grand  condition,  throngh  which  the 
produetiveness  of  labor  is  increased. 

We  have  before  spoken  of  capital :  we  now  proeeod  to 
define  it  strictly. 
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It  is  that  portion  of  wealth  employed  in  reproduction. 

The  distinction  involved  is  an  important  one.  All  capi- 
tal  is  wealth,  but  all  wealth  is  not  capital.  The  very  use 
of  the  term  "  reproduction  "  testifies  to  the  feeling  of  man 
that  the  objeet  of  any  thing  is  not  fulfilled  in  its  own  creation 
or  perfection,  but  that  there  is  an  endless  series  of  propa- 
gations,  with  a  ccfnstant  view,  and  with  increasing  force,  to 
some  ulterior  end.  And  we  find  that  productioa  does  go 
forward,  not  by  the  increase  alone  of  the  laboring  class,  not 
by  mere  annual  savings  and  gross  accumulation,  but  by  the 
employment  of  that  which  before  was  an  object  of  desire  in 
itself,  as  now  a  means  to  the  gratification  of  new  desires. 
Since  it  is  recognized  that  human  wants  create  others  of 
their  kind,  and  hence  go  on  increasing  in  number  and  ur- 
gency,  it  is  necessary  that  human  efforts  should  find  some 
force  having  a  corresponding  rate  of  increase,  by  which  to 
assist  themselves  in  supplying  the  growing  demand.  Such 
an  agent  is  found  in  capital,  which  is  taken  out  of  wealth. 

A  man  may  have  much  wealth,  and  use  little  capital. 
Wealth  is  as  it  is  had;  capital,  as  it  is  used.  For  example,  a 
man  may  live  in  a  house  worth  thirty  thousand  dollars,  and 
have  ten  thousand  dollars  invested  in  a  ship,  from  which  he 
derives  all  his  support,  and  which  forms  his  capital.  It 
may  be  asked,  Is  not  the  house  itself  capital?  It  is  so  far 
as  necessary  to  production,  in  sheltering  the  producer  and 
his  family,  even  with  the  style  and  comfort  usual  to  such  a 
degree  of  society.  Beyond  this,  it  ceases  to  be  capital.  It 
is  devoted,  not  to  the  creation  of  values,  but  to  personal 
enjoyment  and  culture ;  noble  and  worthy  ends  for  wealth, 
but  not  for  capital. 

We  may  change  the  supposition.  The  man  may  have  a 
house  worth  ten  thousand  dollars,  and  ships  to  the  value  of 
thirty  thousand  dollars.  The  difference  to  production  will 
be  apparcnt,  inasmuch  as  his  active  capital  now  consists  of 
three-fourtlis  of  his  wealth,  while  before  it  was  only  one- 
fourth. 
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h  will  follow  froin  this  illuntration,  that  there  is  much  of 
th'j  wealth  of  tho  World  which  it  is  difficult  to  classify 
wh"fhrr  a*  kapital  or  not,  much  in  which  the  two  ends 
null*,  iiificli  in  wliidi  tho  nlmre  devoted  to  reproduction  is 
HonhM'ul.  Still,  Miih  cuHtM  no  discredit  on  ihe  distinction 
11-nnlf,  which  hUukIh  manifest  to  all.  Thore  are  many  such 
prinri|il<'H  iti  politicnl  cconomy,  the  general  direction  and 
Hinmotor  of  which  cannot  bo  intelligontly  doubted,  yet  in 
wlinun  puilioulur  upplirations  wc  find  difficulties  and  appar- 
m\t  ooutnulioHoiiN;  just  as  the  inountain-raugcs  Stretch 
arnmn  tlio  oontinont,  umnistakable  in  tlieir  great  course, 
■hoddiup:  (ho  wutors  of  ono  slopo  to  the  east  and  of  the  other 
to  tho  >voh(»  nmkiiig  cloar  sojMiration  between  the  Flora  and 
Kftuna  of  (ho  tu\jacout  oountrios,  and  forming  impassable 
iHnindarto*  of  oiupiro,  yot  are  oooasionally  intemipted  by 
ono  oauao  or  twtatod  away  bv  another,  so  that  we  find  peaks 
horo  and  thotv*  which  a  littlo  critie  can  täte  bis  stand  lipon, 
*nd  donv  tho  gv^ocraphy  of  tho  henrisphene. 

Ho*  doos  cApit&l  Ari^? 

From  tho  not  sAviiigs  of  labor.  A  person  lrho  eams  fire 
hnndtvd  doltars  a  yoa.r.  And  pUuvs  ono  hundred  dollars  of 
it  in  a  sä\incs4\Ank.  or  invo*i$  it  in  tand  or  machineir  or 
VAihwad  stook*  or  Anvmhoiv  aj  work,  ha$  increa$ed  bis  own 
oAjpital  A.nd  the  capir-al  of  tho  oommit  hr  so  much.  It  is 
not  *-hAt  ho  1a\-s  Asido  for  hjjo  in  bis  ovn  iwupaäcfli  idcmJt, 
hut  for  n*»o  A*iy*horo. 

All  o*pii*3  oomw  in  this  v*y.  A  oonnirr  incroAses  m 
oApiiAl  iust  in  yiroyiortior.  tv  ihe  incroAsc  of  cajiitAl  Ammn* 
liitoo  \\  it^  Tncmi^OTS.  1:  \hc  iiidividnAk  of  &  nioäcm  Agqaihr 
nono  of  thoir  not  inwimo  to  rorcodnoiacoi«  therr  is  ao 
inoroasr  of  xhc  Tiationfu  rarärju.  lf  xhey  lirhÄrsw  aht  rf 
t  hoir  oApitfcl  u<  moot   tkcsotiaI   con^umpnon.  the  conutnr 

"Mri.v  of  r.ho  (Vi]Htidorari(iii>  vhiok  -nartaiT.  to  the  Äonnnm- 

-  fv»u  <»f  «iniMfi.  am.  rb(   nlrimtiU   nw  o:  it..  hriiniu:  10  xi* 

^-^afc-iTss)oii>  iii"  ocnnniiiu-  culrurt-..  o:  £C  hirüio:  on.  !/■  the  £tm*» 
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ral  division  of  "  Consumption."'  We  have  simply  to  do  with 
thoße  prüiciples  which  apply  existing  capital  to  the  wants  of 
present  labor. 

Capital  is  known  as  "  fixed  "  or  "  circulating." 

Fixed  capital  consists  of  every  description  of  property 
employed  in  pyoduction,  which,  from  its  nature,  cannot  be 
advantageously  changed  to  any  other  use  than  that  for 
which  it  was  originally  designed.  The  land,  buildings,  and 
tools  of  the  farmer,  the  ships  and  warehouses  of  the 
merchant,  the  machines  and  implements  of  the  manüfac- 
turer,  belong  to  this  class.  They  must  be  used  for  the 
purposes  to  which  they  are  particularly  adapted,  or  they 
have  litüe  value.  They  are  fixed.  The  ship  cannot.  be 
used%s  a  wagon,  or  the  spinning-jenny  as  a  locomotive. 

Girculating  capital,  on  the  other  hand,  consists  of  those 
articies  or  commodities  which  can  be  readily  changed  from 
one  pnrpose  of  production  to  an  other.  Of  this  class  are  the 
stock  and  produce  of  the  farmer,  the  money  and  wares  of 
the  merchant,  the  raw  materials  of  the  mechanic.  These 
are  easily  transferred  from  one  business  to  another,  and 
indeed  from  one  place  to  another,  and  may  be  used  in  a 
great  variety  of  forms.  Of  all  these,  money  is  the  most 
mobile,  as  it  can  be  changed  without  delay  or  loss  to  any 
occupation  or  locality. 

Pixed  is,  iii  its  nature,  more  permanent  than  circulating 
capital,  not  merely  irf  its  adaptations,  for  its  name  implies 
that,  but  in  its  existence.  The  greater  part  of  circulating 
capital  —  stock  and  materials,  for  example  —  is  held  only  in 
the  immediate  view  of  transmuting  or  transferring  or  trans- 
porting  it,  so  that  it  shall  pass  into  fixed  capital.  There, 
on  the  contrary,  it  has  taken  its  ultimate  form.  If  it  loses 
this,  it  is  only  by  destruction.  It  does  not  intend  to  assume 
any  higher  condition. 

It  is  in  this  way  that  fixed  capital  receives  the  mighty 
annual  additions  which  astonish  us  on  the  page  of  the 
ßtatißtician.    The  products  of  last  year  form  a  part  of 
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•sie  annw».  *hip».  raürrHiiis*  aa«I  mariifnffy  a£  t&e  preaent. 
The  lim  er  uiiia  somgchiiLr  uo  hi»  studc  <jr  hia  I&zui,  or  hü 
iniltiiiuck  The  aiet!hanic  ^rinieiL*  El*  ähop«  ami  multiplie» 
iis-  w.ü*.  The  menimint;  ^nlarT^  hia-  angines»*  ami  excends 
üa  »niineisdüiis.  The  Laborer  saras  äcmeciinur  ooc  of  bis 
^Tur**-  "leyicui  nhe  <ieman«L*  of  inuneiiia.re  sabgisteuce.  It 
»  ji  ■surf  -viy  iuu;  ±ki£  rapnai  f»  increaäed  05  die  eoafiri- 
ihcuo»  :C  iireiilacinsr  «ebiL  The  pre«iM3  of  Labor  are 
r*n&ruLj  in  ärä  Sinn :  u>i  nr  is  *naaleii  xi  pay  i&  tribate 
»liiirjis  "^i»iTi»jr  iäeif  imoov^riirfied- 

Li  7«:piür  langnage»  all  ws*alidi  ü*  «Irrafetl  tu»  real  estntq 
Hut  aeraonai  properer.  Thi»  -räGncräiL.  if  nnc  jeae&fiifis, 
a  3m-T=*nieiin  S>r  >!i:adioiiaI  ose.  We  ixuäC  bear  in  min«!,. 
ji;*r*»»r.  Äac  while  all  real  «State  is  firni.  all  personal 
prcpercr  J*  not  limnlasiiür  tffcpreiL  Sfcipis.  matAhhssj.  and 
sutuj  inner  «aifrr»  hoc  acocbeil  »  dte  *xL  an*  personal 
arrvoerrf.  ^iaüdi  staadnur  in  che  casacory  of  ixxäd 


CHAFTER  IX. 

I*  Äe  izsdzr'säi:!!.  :«wreE.  c-r>b."cw  aa<i  HiiprcdiKtra 
-sacüal  r*al  "J  b  La*  mkl  urwi  by  many  vraere  at  too- 
iüierarte  >n«i-     In  !s  «sscepcict-»  of  moeh  3bs$<nc»&.    It 

Ther»  5».  iw-mr.  -•>  «a«A  :h:7.g  *>  txnpra&attrc  eapraL 
Tier*  saj  •»  sZsfcpci5*i  v-^alih.  missed  v«hh-  vasted 
v*aü:  fecs  »:acöal  reprec»».  If  any  £»£TtiniaaxkKi  is 
z****&lzj  z*xw*ezL  -±*z  »räx  of  v*aL;k  vhkh  i>  ap-c&ed 
i^KKäsAiüy  tr>  repr>ractt:«Q.  aa-d  dsa«  vidoh  »  ii:r<?no«[  for 
s&h  an  *&&.  ba  faü«  in  anairAig  i;.  w  may  <ay  dat  capi- 
tti  2»  tfcdtf  postäoe  of  veaidi  apfikd  10  reprvdociNii.  vhkfa 
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securcs  a  conipensation  to  its  owner.  Whatever  his  inten- 
tion,  if  he  uses  any  part  of  his  wealth  without  multiplying  it, 
it  reinains  wealth;  he  has  not  made  it  capital;  it  may, 
by  unproductive  use,  cease  even  to  be  wealth.  Wealth 
put  into  an  enterprise  which  results  in  nothing  is  no  more 
capital  than  wealth  put  into  a  house  which  bums  down,  and 
probably  is  wealth  as  little. 

Nay,  more :  so  far  as  wealth  thus  applied,  while  making 
some  return,  fails  of  securing  the  fair,  average  remuuerar 
tion  of  capital,  it  so  far  ceases  to  be  capital.  It  may  be 
wealth  merged  for  a  time ;  it  may  be  wealth  lost  for  ever : 
it  is  not  capital. 

A  complete  illustration  of  this  principle  is  found  in  com- 
mon business.  Suppose  a  man  to  be  possessed  of  fifty  shares 
of  certain  stock,  par  value  one  hundred  dollars.  The  en- 
terprise does  not  succeed ;  the  stock  does  not  pay  adequate 
dividends ;  the  value  of  the  shares  has  sunk  to  fifty  dollars. 
Would  any  one  say  that  his  capital,  so  far,  was  five  thou- 
sand  dollars  ?  Clearly,  it  is  but  two  thousand  five  hundred 
dollars.  Half  of  his  investment  has  been  sunk ;  half  is 
capital. 

But  it  has  been  urged,  that  much  capital  is  reproductive 
that  does  not  afford  a  remuneration  to  its  owner.  For 
ekample :  a  railroad  is  projected  and  built,  does  not  pay ; 
its  stock  sinks  to  nothing ;  yet,  though  it  does  not  pay  divi- 
dends, it  improves  the  industry  of  the  country  through 
which  it  passes. 

We  have  nothing  to  do,  in  the  discussion  of  production, 
with  any  such  incidental  advautages,  even  if  they  exist.  It 
may  be,  that,  in  the  consumption  of  wealth,  we  shall  find 
principles  explaining  the  efiecte  of  such  an  investment. 

In  the  light  of  production,  however,  we  can  only  say,  that, 
in  so  far  as  the  railroad  does  not  remunerate  its  owner,  it 
ceases  to  be  capital.  So  far  as  it  is  supposed  to  promote 
agriculture  or  manufactures,  and  indirectly  help  the  indus- 
try of  the  Community,  it  is  simply  on  the  level  of'the 
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trr%tnit//n*  gift»  of  Xatnre.  —  die  power»  of  the  wind,  i 
a&d  xnn.  or  the  cour»**  of  streams  and  vaüers ; 
joai*   ruiSfmationaMy,  bat  haring  no  valae,  being 
etyital  nor  wealth. 

A  oktal  tbat  doea  not  pay  for  its  bullding  is  no  more  < 
iul  than  a  ri  rer,  Both  mar  transport  commodhies  with  m 
firr^at  aaving  of  labor,  and  with  great  encouragement  to  pro- 
drx/^ion,  The  world  abounda  in  natural  bridges.  cansewaya, 
road*.  rnountain  cutÄ,  dikes,  Ac.  If  a  man.  with  01  adrice, 
conjftnjrt*  artificial  works  of  this  character,  which  prore 
failure*,  he  add*  just  00  much  to  what  is  gratuitous  in  the 
world.  Kcorjomically  speaking,  it  has  ceased  to  be  prop- 
eriy :  il  hau  become  common. 


CHARTER  X. 

THE  COOPERATION  OF  CAPITAL   (continutd). 

If  Arrwo  oonsidered  the  two  great  agente  by  which  all  wealth 
in  created,  viz.  capital  and  labor,  we  come  to  speak  of  their 
Union,  and  to  inquire  under  what  circumstances  it  will  be 
inoat  cfTcetivc. 

Int,  Wheti  a  due  proportion  of  each  is  found.  Labor 
halt*  with  out  capital ;  capital  wastcs  without  labor.  Which 
«hall  govern  the  other  ?  Which  shall  be  the  fixed  quantity 
to  which  the  other  muHt  conform?  Labor,  certainly,  be- 
caiiMe  it  is  Ichh  variable  in  amount.  It  can  be  diminished  or 
increaHed  but  slowly,  def>eiiding  as  it  does  on  the  propaga- 
tiott  of  the  hiitnan  race;  an  Clement  that  is  determined 
positively,  in  the  old  countrics,  to  a  very  gradual  growth, 
and,  in  new  countries,  has  nevcr  more  than  doubled  itself 
in  thirty  or  forty  yoars.  Capital,  on  the  contrary,  is  liable 
to  very  rapid  fluctuations ;  can  l>e  accumulated,  under  favor- 
ablo  circunmtanccH,  with  great  ense ;  and  can  be  wasted  or 
scattorod  just  as  fast  under  different  conditions. 
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Labor,  then,  being  that  which  is  most  restricted  in  quan- 
tity,  capital  must,  in  order  to  the  highest  production, 
conform  to  it.  There  must  be  as  much  capital  as  labor 
requires,  not  as  much  labor  as  capital  needs.  We  do  not 
put  this  on  the  ground  of  any  superior  rights  of  labor.  Cap- 
ital is  the  labor  of  the  past,  and  has  rights  as  perfect  as  that 
of  the  present. 

What  this  proportion  should  be  in  any  Community,  it 
would  be  impo8sible  to  declare  beforehand,  as  it  is  even 
impossible  to  decide  precisely  what  it  is  in  fact.  Still  less 
could  a  proportion  be  determined  which  capital  should  bear 
to  labor  in  all  communitie».  It  is  piain  that  this  will  vary 
according  to  the  occupation ;  as,  for  instance,  we  have  seen 
that  in  agriculture  there  cannot  be  so  general  application 
of  machinery  as  in  manufactures ;  while,  on  the  other  hand, 
because  its  Operations  cannot  be  localized  or  made  inde- 
pendent  of  the  seasons,  the  number  of  tools  is  thereby 
greatly  increased ;  each  farmer  requiring  certain  tools,  yet 
not  using  them  to  their  füll  capacity  at  any  season,  and  let- 
ting  them  lie  idle  for  months. 

The  mechanic,  on  the  other  hand,  while  he  uses  a  greater 
share  of  tool-power,  has  it  yet  so  arranged  that  the  tools  lie 
idle  little  of  the  time. 

It  is  piain  that  \he  proportion  will  vary,  also,  according 
to  the  natural  advantages  a  person  or  Community  enjoys. 
Expensive  clothing  and  sholter  are  essential  to  the  support 
of  the  laborer  in  some  climates ;  in  others,  a  piece  of  cotton 
cloth  and  a  bamboo  hut  serve  for  protection  the  year  round. 
In  some  countries,  there  is  required  an  immense  System  of 
pipes  and  conduits  to  water  the  soil,  barely  to  preserve  ani- 
mal  lifo ;  in  others,  an  equable  moisture  is  preserved  the 
whole  twelve  months  without  any  application  of  capital.  In 
some,  strongly  construeted  and  carefully  connected  dikes 
and  levees,  extending  hundreds  of  miles,  are  essential  to  the 
use  of  the  land  ;  others  were  placed  high  and  dry  at  first. 
In  some,  the  soil  is  so  generous  with  fruit,  that,  "  if  you 
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tickle  Nature  with  a  hoe,  she  laughs  with  a  harrest ; "  in 
others,  the  earth  has  to  be  carried  in  baskcts  up  the  sides 
of  the  mountains.  That  which,  in  one  country,  would  be 
capital,  acquired  by  labor  and  having  value,  is,  in  another, 
a  free  gift. 

For  these  and  other  manifest  reasons,  the  proportion  that 
should  exist  betwcen  labor  and  capital  cannot  be  deter- 
mined  with  any  considerable  degree  of  assurance.  It  is 
piain  that  there  should  be  as  many  tools  as  workmen  need- 
ing  to  use  them,  eise  some  will  stand  idle.  It  is  equally 
piain  that  an  excess  of  tools  will  not  help  at  all  in  produo- 
tion.  Capital  is  the  instrumenft  of  labor  ;  and  the  instru- 
ment  should,  of  course,  be  adapted  to  the  power  of  the 
laborer  and  the  work  to  be  done. 

By  the  census  of  1860,  "  the  real  and  personal  property 
of  the  Union  was  valued  (slaves  excluded)  at  $14,183,000,- 
000."  *  A  calculation  mado  at  the  Treasury  Department  es- 
timates  the  produets  of  1860  at  26.8  per  cent  of  the  wealth 
of  the  country  at  that  time.  Without  intending  to  vouch 
at  all  for  the  correetness  of  this  estimate,  it  is  doubtless 
approximatcly  true ;  and,  if  so,  we  shall  be  surprised,  if  we 
look  at  the  large  proportion  of  annual  produet  to  the  accu- 
niulated  wealth  of  the  nation.  If,  for  the  sake  of  conveni- 
ence,  we  call  the  annual  produet  25,  instead  of  26.8  per 
cent,  we  find  that  it  amouuts  to  $3,545,750,000  per  annum. 
It  certainly  appears  almost  incredible  that  the  total  amount 
of  wealth  aecumulated  in  the  country  since  its  first  settle- 
ment  should  be  only  equal  to  four  times  the  produet  in 
1860 ;  but  such  we  widerstand  to  be  the  Statement.  If  so, 
it  Shows  what  an  immense  proportion  of  all  the  wealth^ 
annually  produced  is  annually  consumed.  From  these  fig- 
ures,  too,  we  may  make  an  estimate  of  the  proportion  of  the 
produet  which  belongs  to  labor  and  capital.  Allowing  for 
the  uöb  of  the  latter  ton  per  cent,  in  the  shape  of  interest 
and  reut,  or  use,  the  amount  will  tlien  stand  thus :  — 
*  Report  of  the  Secretary  of  the  Treasury,  1866. 
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Aggregate  national  wealth,  $14,183,000,000,  at  10  per  cent,  is 
$1,418,300,000,  which  deducted  from  the  whole  product,  as  before, 
i  of  $3,545,750,000,  will  leave  us  the  share  of  labor,  $2,127,450,000, 

or  about  two-thirds  of  the  whole. 

From  these  statistics,  we  find  that  the  whole  national 
wealth  is  only  cqual  to  about  seven  times  the  gross  earnings 
of  labor  for  a  Single  year. 

We  have  also  an  opportunity  of  comparing  the  wealth 
and  production  of  the  United  States  with  Great  Britain. 
The  estimated  wealth  of  the  latter,  according  to  Leone  Levi 
(see  Ins  work  on  Taxation,  page  6),  is  $30,000,000,000,  or 
$1000  per  capita ;  the  estimated  yearly  production,  $3,000,- 
000,000>  or  $100  per  capita.  The  wealth  of  the  United 
States,  according  to  the  foregoing  figuring,  and  taking  the 
whole  population,  as  in  1860,  at  31,443,321,  is  $451  each ; 
while  the  amount  of  product  per  capita  is  $112  each :  so 
that,  while  Great  Britain  has  more  than  double  the  capital, 
she  has  less  annual  product  per  capita.  This  is  a  confirma- 
tion  of  the  well-kuown  fact,  that  capital  and  labor,  interest 
and  wages,  are  at  least  double  in  this  country  what  they  are 
in  Great  Britain.  We  must  not  confound  the  annual  pro- 
duct with  the  annual  accumulation ;  the  latter  being  but  a 
small  fraction  of  the  former. 

Capital  should,  at  least,  increase  in  a  degree  correspond- 
ing  to  the  increase  of  population.  If  it  does  not,  labor  is 
crippled,  wages  fall,  and  starvation  eventually  ensues.  Ire- 
land  may  be  quoted  as  an  illustration.  Her  soil,  wrested 
from  the  people  by  conquest  at  different  periods,  from  the 
reign  of  Henry  H.  to  the  Battle  of  the  Boyne,  has  passed  into 
the  hands  of  foreigners,  who  draw  away  annually  all  her 
eurplus  products.  Population  increases  from  year  to  year ; 
but  capital  does  not  increase  correspondingly.  Nay,  even 
the  waste  of  the  soil  and  of  implements  is  not  fully  and 
honestly  supplied. 

What  is  the  necessary  consequence  ?  Increasing  poverty, 
and  ultimate  starvation  or  emigration.    We  have  said  that 
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<Af,ftaJ  u  farxtt'A  fr'ym  tbfc  annual  sarings  of  labor.  Four 
Mtitliou  fsrnnfl*  a  y*ar  go  from  Ireland  to  abeentee  land- 
(//f!»T  hhA  #ri^rfit  Million  pound*  are  taken  away  erery  year 
ir»  »az^,  Tb*  lri*h  p^opk-  can  make  no  savings.  Tbere 
/:ari  U;  rir/  \h<:r*zw.  of  thrfr  capital.  Starvation  or  emigra- 
tion  i*  t.hftir  inftvitatjfo  fate. 

f^  it  po**ibh;  that  thero  should  be  a  surplus  of  capital? 

It  i*  <;vi'J<:iit  that  therfs  may  bccome  such  a  surplus,  if  we 
UMnwmtz  that  production  itself  does  not  expand  in  the  mean- 
titm.  Oivrm  a  certain  industry,  within  defined  limits,  it 
mtty  iuuunna  füll  and  ovcrflowing  with  its  accumulations. 
Ily  tuuHiouiy  and  thrift,  tliCHC  multiply  fast,  and  crowd  their 
harrium.  Common  Observation  shows  this  to  be  often  true, 
with  ihn  outorpriMUH  of  individuals.  The  excess  is  trans- 
fnrrod  to  othnr  brancJies,  or  withdrawn  for  personal  gratifi- 
catlotin.  A  nimmst  ross,  who,  by  saving,  obtains  a  sewing 
machiun,  has  a  womlorful  help  in  her  industry ;  but  a  seo- 
oud  nowiiig  machiiin  would  not  assist  her  a  Single  stitch. 

Tho  muiiio  in  truo  of  sprcial  oecupations.  The  limit  of 
prolltahln  produetinn  being  reached,  the  amount  of  capital 
omploycd  cannot  wrll  ho  inereasod.  The  produet,  being 
gouorally  in  tho  form  of  circulating  capital,  now  flows  off 
(o  othor  huMuoss,  or  is  turned  to  purposes  of  adornment 
aud  inilturo, 

Tho  saino  is  also  found  true,  though  more  rarely,  of  entire 
oonuuuniticM.  Statos  and  citios  sometimes  reach  the  limits 
within  whtch  thoy  dosiro  to  uso  capital  in  their  traditional 
iudutitrioti.  Thoy  booomo  bankors  for  tho  world,  or  direct 
thoir  profits  to  sumptuous  housos  and  works  of  art.  Such 
woro  Uonoa  and  Venico  under  the  merchant  princes,  who, 
haviu£  reachod  tho  boutid&rie*  of  known  trade,  and  brought 
all  ita  mavhiuory  to  tho  perfoction  of  existing  art,  began, 
wwely  euough  »t  firat*  that  wouderful  career  of  architeeture, 
whoae  uhiiuate  extravag&nce  exhausted  the  industry  that 
jaw  it  rbe*  and  passed  tho  commerce  of  the  world  to 
torfer*  who  had  not  become  geutlemen. 
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t  It  is  evident,  then,  that,  within  the  bounds  of  present 

occupations,  capital  might  easily  attain  a  surplus,  increasing 

as  it  can  more  rapidly  than  population.     It  is  productive 

only  as  applied  by  labor;  and  therefore  its  production  is 

•limited  by  the  capacities  of  labor. 

But  in  fact,  and  on  the  whole  of  things,  the  limits  of 
industry  do  not  remain  the  same.  Wants  expand,  as  we 
have  seen.  Capital  is  relieved  from  its  former  employ- 
ments,  and  goes  on  to  new  efforts.  It  can  hardly  multiply 
fast  enough  to  meet  the  growing  demand.  Enterprises 
spring  up  over  night.  Capital  hardly  breathes,  for  the 
work  it  has  to  do. 

We  believe  that  the  time  when  capital  shall  become  excess- 
ive  in  the  world  is  far  beyond  the  occasions  of  reasonable 
calculation.  It  is  so  distant  at  the  nearest,  so  doubtful 
every  way,  as  not  to  be  a  question  in  a  practical  science,  like 
political  economy.  We  are  not  called  on  to  provide  for  the 
day  when  all  the  continents  shall  be  crowded  with  wealth 
that  can  find  no  room  to  work.  When  wealth  ceases  to  be 
wanted  for  capital,  it  is  pretty  certain  to  be  consumed  in 
luxury.  Yet  we  are  not  to  anticipate  the  same  rapid  pro- 
gress  at  all  times  and  everywhere  which  we  see  in  a  new 
country  like  our  own,  füll  of  wants,  and  stimulated  to 
efforts.  Capital  has  its  checks,  just  as  population  has. 
Theoretically,  steady  increase  is  certain  in  both.:  practi- 
cally,  each  meets  obstacles  ;  is  lost  here,  and  checked  there. 
The  forces  which  operate  to  stay  it  may  be  briefly  summed 
up  as  follows :  a  certain  disinclination  of  capital  to  emi- 
grate ;  the  lessening  power  of  personal  supervision  from  a 
distance;  and  a  distrust  in  the  administration  of  foreign 
laws. 

Another  constant  force  operating  against  the  increase  of 
capital  is  found  in  those  wants  of  man  which  do  not  look 
to  reproduction.  The  desire  to  spend  is  just  as  truly  in 
human  nature  as  the  desire  to  eara,  and  can  be  as  accu- 
rately  calculated.    Hence  it  follows,  that,  as  the  desire  to 
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earn  loses  power  by  capital  becoming  plenty  and  cheap,  the 
desire  to  spend  gains  force.  A  man  is  not  nearly  as  likely 
to  use  bis  money  for  personal  gratification  when  he  can  get 
eight  per  cent  for  it,  as  when  he  can  get  only  four. 

Yet,  for  all  these  obstacles,  capital,  when  it  has  supplied 
the  demands  of  labor  in  its  own  vicinity,  has  gone  abroad  to 
colonize.  It  has  carried  on  great  wars  in  which  it  had  no 
interest,  has  devoloped  the  rcsonrces  of  infant  states,  and 
saved  old  nations  tottering  to  their  fall.  Capital  has  gone 
round  the  world  in  the  same  boat  with  the  inspired  dis- 
coverer.  It  watched  with  Columbus  the  weeds  drifting 
from  an  unknown  land ;  it  "  stared  at  the  Pacific  "  by  the 
side  of  stout  Cortes ;  it  debarked  with  the  gallant  Cook,  nor 
was  it  frightened  at  the  savage  violence  which  took  his  life. 
Like  Caesar,  it  would  not  wait  for  the  boat  to  comc  to  land. 
It  freighted  vessels  for  countries  not  named ;  it  sent  fleets 
to  ports  ncver  visited  by  civilized  man. 


CHAPTER  XI. 

THE  CO-OPERATION   OP   CAPITAL   (concluded). 

2d,  The  union  of  capital  and  labor  will  be  most  effect- 
ive,  when  each  is  sure  of  its  just  reward.  If  the  rights  of 
man  as  a  holder  of  property  are  sacred,  and  his  rights  as 
laborer  equally  so,  the  groatest  motive  to  production  can 
be  secured.  If  otherwise,  the  creation  of  wealth  will  be 
restricted.  Men  will  not  work  or  save,  unless  sure  of  their 
reward. 

There  cannot  come,  out  of  the  earth  or  heaven,  a  blow  that 
levels  all  industry  in  the  dust  so  quickly  and  hopelessly  as 
wrong  done  between  labor  and  capital.*    Pestilence,  drouth, 

*  It  will  be  recollected  that  production  carried  on  by  slaves  is  done  wholly 
by  capHal :  the  producer  being  a  chatte!,  the  whole  product  u  that  of  capitaL 
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or  floods  do  not  so  thoroughly  and  permanently  prostrate 
the  strength  and  hopcs  of  a  country  as  a  breath  of  suspicion 
on  the  union  of  the  two  great  agents  of  production.  Then 
comes  an  antagdnism,  indced,  fatal  to  both.  There  is 
hardly  any  climate  or  soil  so  unpropitious  that  man  will 
not  struggle  on,  earning  his  livelihood  with  much  endij- 
rance,  and  laying  somcthing  by  for  the  future.  There  is 
hardly  any  government  so  rigorous  as  wholly  to  suppress 
the  energy  of  its  people.  There  is  hardly  any  taxation  so 
exhaustive  that  something  still  cannot  be  got  out  of  Nature 
for  man.  In  all  these  difficulties,  the  motive  to  exertion 
is  not  destroyed.  But  if  foul  play  or  legal  fraud  comes 
betwteen.  labor  or  capital  and  their  reward,  the  very  life  of 
industry  ceases  at  the  thought.  The  spring  of  work  is 
broken.  Its  admirable  parts  and  its  cunning  mechanism 
are  useless,  motionless.  The  exactions  and  oppressions  of 
the  old  regime  had  not  so  broken  the  spirit  of  France,  but 
that  her  population  and  her  wealth  went  on  increasing, 
slowly,  painfully,  but  constantly,  certainly.  The  Revolu- 
tion came ;  the  Convention  questioned  the  rights  of  prop- 
eriy,  confiscated  the  estates  of  nobles,  and  sequestercd  the 
entire  endowment  of  the  Church.  Half  this  would  have 
bcen  enough  for  ruin.  The  industry  of  France  dropped 
where  it  stood.  In  a  few  months,  the  Convention  was  devis- 
ing  schemes  by  which  work  should  be  provided  by  the  State 
for  all  its  Citizens.  Capital  had  fled  to  the  dark  places  of 
the  kingdom.  Labor  was  helpless,  crippled,  starving.  What 
had  wrought  all  this  ?  The  violation  of  rights.  Property 
was  discredited ;  capital  outlawed ;  labor  prostrate. 

Labor  is  the  first  to  suffer.  Its  wants  are  instant,  imme- 
diate,  vital.  Capital,  in  such  economical  convulsions,  has 
the  privilege  of  leviathan.  It  can  dive  down  to  the  depths, 
and  give  up  breathing  for  a  while.  If  labor  goes  under,  it 
dies. 

It  is  familiär  to  every  reader  of  history  how  the  brutal 
rapacity  of  the  Spanish  conquerors  terrified  the  nations  of 
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Peru  and  the  Antülos,  and  ahnt  up  the  treasures  of  tho  New 
World  in  a  seereey  that  eveti  torture  could  not  break.  Tho 
wisdora  of  the  man  that  owned  tho  hon  that  lald  the  goldan 
egg  has  been  embodied  a  thouwund  thms  \n  fchti  acta  of 
ernmeut  The  result  is  nevor  tho  euriehuig  of  onc  ;  it  in 
eyer  the  ruin  of  all.  Woalth  ihsulf  beeoiBea  valucless,  ginei 
it  has  no  secitrity  in  possession,  and  only  excites  the  cupid* 
ity  of  the  common  tyrant* 

If  such  is  admittfii  fco  be  tb<_<  afiect  of  uceasional  invasioua 
of  property  rights,  either  in  labor  or  capital,  we  shall  be 
prepared  to  eacplain  tho  barrenness  of  many  countries  tho 
oldest  and  best  endowed  of  the  world. 

Tbc  diwrinftsi  uf  Asia  rises  in  eloquent  vindicatiun  v£ 
the  harnionies  of  natural  law,  A  perfidious  and  eruol  de»- 
potism  has  there  uiado  property  undeöirahle.  Man  fiudfl 
aafety  only  in  poverty  and  «b  Gradation.  Tho  Jewish  is  per- 
hap&  the  only  pcoplo  that  ha»  pursued  wcalth  steadüy  and 
uuremittingly,  in  spite  of  injustice  and  robbery. 

Sd,  The  union  of  labor  am!  oapttal  i»  most  effoctive  when 
the  lütter  i*  appropriatdy  distributed,  Capital  civutes  no 
values  by  its  own  power».  It  muat  be  joined  tritb  1: 
Somebody  must  um  if,  bring  bis  personal  energies  to  bear 
upon  it,  set  it  in  motion,  wateh  its  Operations,  work  with  it. 
The  farnier,  the  niorchaut,  the  mauufaeturer,  tnu»t  oach 
bestow  coji staut  attention  on  the  capital  be  einploys,  or 
no  good  will  come  of  it.  The  innre  intense  and  vigilant 
the  applieation,  the  moro  certaiii  the  return,  the  larger  the 
profits.  Tlris  is  a  welUcnown  practical  prmciple ;  and  from 
it  follows  that  the  point  will  be  reached  when.'  an  iudividua 
lias  so  much  capital  under  his  conin  >l  flut  bis  miiiv  i'ttbrts, 
by  himself  and  those  working  tmder  his  direction,  are  not 
sufFicieut  to  seeure  iU  greatest  efltvtiwnrsä.  Ol1  oourse,  in 
such  a  case,  it  is  eeonoinieally  right  tbat  tho  excess  of 
tal  sbould  be  transferrod  to  some  other  position,  where  its 
füll  productiveneBS  cau  be  ubtained. 

Such  limitations  are  highly  beneficial  to  society ;  for,  were 
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there  no  restrictions  of  this  kind,  were  capital  in  vast  aggre- 
gations  equally  efficient  as  in  smaller  bodies,  the  business 
of  the  world  might  be  controlled,  and  the  profits  appropri- 
ated,  by  a  very  few  persona. 

The  point  is  of  great  importance.  Such  a  concentration 
of  capital  as  effects  the  highest  division  of  labor,  and  the 
fittest  application  of  machinery,  is  desirablo  for  the  interest 
of  all ;  and  for  those  purposes,  and  up  to  such  a  degree,  cap- 
ital so  concentrated  has  a  wonderful  power  in  production. 
But  its  aggregation,  merely,  is  a  hinderance  rather  than  a 
help.  After  the  two  advantages  spoken  of  above  are  once 
secured,  capital  becomes  potent  and  beneficial  just  in  pro- 
portion  as  it  is  distributed.  By  such  distribution,  it  comes 
closer  to  labor  and  natural  advantages.  It  makes  use  of 
various  powers ;  it  defends  itself  better  in  emergencies  ;  it 
adapts  itself  more  shrewdly  to  peculiarities  of  circumstance ; 
it  has  a  keener  intelligence  of  the  public  wants ;  it  com- 
mands  a  greater  amount  of  executive  talent;  it  superin- 
tends  its  employSs  with  more  accuracy ;  it  saves  the  pieces, 
keeps  machinery  oiled,  looks  after  tools. 

The  man  who  is  to  gain  by  the  work  is  brought  nearer  to 
it.    He  is  well  served,  because  he  serves  himself. 

For  a  long  time,  it  was  a  favorite  belief  with  thö  Ameri- 
can people,  that  corporations  were  the  most  efficient  agents 
of  production,  even  where  the  work  was  not  so  great  as  to 
be  beyond  individual  enterprise.  The  older  wisdom  of  the 
country  turns  more  and  more  to  the  smaller  establishments, 
which  secure  füll,  interested  personal  supervision  of  labor. 
The  English  economy  has  always  preferred  these,  except 
where  the  Operations  were  beyond  the  reach  of  ordinary 
capital. 

4th,  The  union  of  capital  and  labor  is  most  effective 
where  there  is  the  greatest  freedom  of  industry. 

Whenever  a  population  is  sufficiently  intelligent  to  unden- 
stand  its  own  interests,  it  should  be  left  to  direct  its  own 
labors.    Its. industry  should  neTer  be  interfcred  with  by 
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goveimueuL      In  all  couutriog  which  may  be  considered 
olighletied  or  rivilized,  liko  the  European  and  Anglo» 
AiihTkan,  the  people  havö  no  OOCOaiOD   to   look   lo  govrrn- 
inent  for  direotion  as  to  the  business  they  uliall  un^  ig 
OT   the  niannor  in  which  they  »hall  couduet  it,      Ei 
brauch  of  industry,  in  u  normal  stau*  ofigociaty,  grows 
tancously  out  of  tho  wams  and  c&pacitiea  of  the  ]> 
Tillago,  inanuladurers,  commerce,  fiaborfes,  spring  np   in 
the  place»  to  which  they  are  best  adapi'-'L     They  can   l 
be  advantageously  forced  into  being,  or  maintmncd  by  p>v- 
<vnuneutal  authority  and  patronage,     Evcry  plant  will  thrive 
m  its  own  soiL     Boila  and  climates  vary :  productioua 
will  differ  in  conaequeuoe. 

But  nur  innnediate  topic  relates,  not  to  acta  of  goveni» 
ment,  bnaed  on  a  distinet  purposc  to  ehango  the  geueral 
couree  of  national  industry, —  which  will  ho  more  appro- 
priately  diseuased  ela^whera,  —  but  rather  to  those  which 
imposo  minor  restrictions ;  directing  the  modee  of  1 
moaldiüg  the  formt  of  c&pitai,  and  preecribing  ßie  oondi» 
ii'His  of  tlh'ir  union.  All  ümitatioDB  of  the  rights  and 
power»  of  capital  or  labor,  not  remiired  by  tho  public  nio 
rality  or  sceurity,  are  useloss  and  mischiovous. 

No  Uwmakor  caa  gather  and  expreee  the  desirea  u^  bis 
people  sn  ufi'.uratol J  aud  scasonably  as  thöj  are  shown  in  the 
market  doniand;  or  »et  in  train  and  carry  on  their  eil 
witli  myriad  htstnunentalitics,  to  that  aud,  ngjy  and 

eamrsily  iis  iu  donc  by  intereBted,  educated  capitalüts;  or 
preeent  satisfaetions  so  fully  and  bappily  m  ta  donc  by  the 
merehaut  whose  fortuno  is  to  answer  for  his  ap]  LOB  of 

the  public  wants. 

Tim  wnrk  of  tho  politician  in  this  hclialf  is  gratuitous 
and  impertinent.  It  is  an  iudignity  to  industry  which  will 
be  revengud  upon  the  people.  Capital  and  labor  Bhould  be 
mobilized  as  far  as  poaaiblo;  free  to  eolleet  or  divido,  to 
turn  to  the  right  or  to  the  left;  free  in  gift,  purchase,  and 
heritagc.     On  the  contrary,  the  effort  of  legislation  hat* 
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erally  been  to  impose  checks  and  limitations  and  hinder- 
ances  everywhere. 

We  have  thus  discussed  at  length  the  union  of  capital 
and  labor ;  passing  close  by  the  great  practical  questions  of 
protection  and  entail,  but  reserving  them,  the  one  to  the 
division  of " Exchange,"  the  other  to  that  of  "Distribu- 
tion." 


CHAPTER  XH. 

ECONOMIC     CULTUBE. 

We  shall  best  define  the  Held  of  this  agency  by  discussing 
one  of  the  most  severely  contested  questions  of  political 
economy,  viz. :  — 

What  is  the  distinction  betweeif  productive  and  unpro- 
ductive  labor? 

The  form  of  this  question  is  unfortunate,  and  has  caused 
the  greater  part  of  the  confusion  prevailing  on  the  subject. 
In  itself,  it  is  of  slight  importance ;  but,  in  the  course  of  the 
discussion,  a  very  grave  matter  has  become  involved  with  it, 
helping  the  understanding  of  neither. 

Dr.  Adam  Smith  insisted  strongly  on  the  distinction 
between  productive  and  unproductive  laborers.  In  the 
former  class  he  embraced  all  those  who  produce  material 
objects,  which  are  generally  admitted  to  be  of  use  and  bene- 
fit  to  mankind.  Such,  clearly,  are  farmers,  mechanics,  and 
merchants,  in  the  general  application  of  their  industry.  Of 
unproductive  laborers,  he  says,  "In  this  class  must  be 
ranked  some  of  the  greatest  and  most  important,  and  some 
of  the  most  frivolous  professions, — churchmen,  lawyers,  phy- 
sicians, men  of  letters  of  all  kinds,  players,  buffoons,  musi- 
cians,  opera-singers,  opera-dancers,  <fcc."  This  somewhat 
extended  list  by  Dr.  Smith  has  suffered  curtailment  by 
almost  all  writers  since.    The  distinction  between  physical 
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and  mental  labor,  botwoon  dircct  and  indircct  agency  in 
production,  cotild  not  long  ho  ]>ormittad  to  rcmain  as  found- 
tug  u  dintindion  Imtwoou  productivo  and  unproductive  labor. 
lt  in  oloar  that  tho  physiciau  who  preservos  thc  life  and 
atrcugth  of  tho  workiuau  on  tho  lärm  or  in  the  shop  is 
cqually  productivo  with  hiiu;  and  that  tlie  lawyer  by  whom 
trausfors  of  piMjHM'ty  uro  etleeted,  and  personal  safety 
Hooured,  in  otpially  productivo  with  tho  owncr  or  the  over- 
seor, 

Ono  occu)mtiou  aftor  anothcr,  %i  important  or  frivolous," 
was  withdrawn  from  tho  unproductive  class,  as  prejudices 
disap(>caivd  iu  tho  light  of  a  bettcr  philosophy,  and  as  the 
pari  of  euch  iu  tho  groat  ocouomy  beeame  manifest;  so 
that  now  littlo  is  loft  of  that  sweepiug  condeninatiou  of  un- 
productivcues*  passod  by  tho  fathor  of  the  science  upon  the 
learuod  and  artistic  profcssious»  Yet  there  is  a  residuum, 
which  it  is  our  busiuct*  to  ciear  away. 

All  labor*  iu  tho  ccououüc  souse*  is  produetive,  The  only 
sUReo  of  labor  is  productiou.  Wo  do  uot*  iu  either  populär 
or  scientific  Uut$ua£o«  call  by  that  nanie  the  eflbrts  a  man 
tuakes  to  do  mischtet  to  di£  away  a  dam  or  girdle  trees* 
(hough  ho  uu\v  de*ote  bis  utiuost  euenries  to  such  destruo- 
tiou.  Nor  do  *e  call  that  labor  wlüch  does  not  «ek  a 
rewaniL  whcihcr  it  Iv  play%  tbou^h  of  tbe  haniest  kind.  or 
frutuitous  $enicv\  Uo*ckt  useful  to  the  reeipienc.  Xo 
were  should  wv  call  by  (he  tt&tuc  of  labor  chat  oiisdirecoed 
o*  tträtt&cu  cdbrt,  *hich  tails  oif  ics  reward. 

Labor  i*  dvimca  ;*s  tue  eribre*  of  tuau  vüreeced  Co  die  sac- 
üsiacüou  of  bis-  iesires.  fc>ory  ctfcrt  chac  »  uoc  so  direetoi 
t*  4  shot  üirowu  ^wav.  U  is  was&.\i  power,  ctoc  Labor,  lt  E 
spojtd  i  tweWeiuoüth  in  die  iineitüou  )i  *  atachine.  whiciu 
wiiou  ^omplcu\L  is  h  uo  sort  j(  use  x»  aay  oue,  lud  dir 
which  l  caa  sc?t  !iotiujt&.  my  exerüous  ha*e  ;xyeu  unprAtuc* 
tl*tN  l  b*v*i  wurfcju  vmougii  ti»r  .*  reward :  ^uc*  :**  ic  prjvw*L 
Hty  wunt  wtk>  uofi  iir>»eLv\i  :v  liie  ^ausxacuott  n  auman 
4teu«k    Sr  vif  ^xpeudiLitre^  »  intprov^  luud«  ^oicix  in  ati 
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way  enhance  its.  fertility.  There  is  a  great  deal  of  this  kind 
of  effort :  perhaps  much  is  inevitable.    It  is  waste,  not  labor. 

But  it  may  be  urged,  Suppose  a  man  works  for  months 
preparing  ground,  planting,  and  cultivating  tili  his  crop  is 
nearly  ready ;  but  a  flood  comes,  and  carries  all  off  from 
before  his  eyes,  and  leaves  him  nothing  to  show  for  what  he 
has  done.  Was  there  not  labor  bestowed  ?  Certainly ;  and 
the  labor  was  productive,  and  it  had  its  reward,  not  the  less 
that  each  individual  eflFort  did  not  carry  off  its  result  in  a 
complete  form  at  the  time,  but  waited  for  the  harvest. 
Value  was  produced  at  every  stroke  of  the  shovel  —  palp- 
able,  appreciable,  marketable  value — just  as  truly  as  if  it  had 
been  taken  home  at  the  close  of  each  day.  Labor  had  been 
there,  and  received  its  recompense ;  but  the  flood  made  a 
robbery  of  it  all.  Not  the  less  was  there  labor,  not  the  less 
was  there  production,  not  the  less  was  there  value. 

In  this  view,  we  see  that  all  labor  is  productive. 

But  it  may  be  asked,  Does  it  make  no  difference  to.  the 
Community  what  objects  of  labor  are  selected,  and  by  what 
means  these  objects  are  attained  ?  Certainly ;  and,  in  this 
inquiry,  we  reach  the  field  of  economic  culture,  which  is 
that  education  of  the  desires,  that  Instruction  of  efforts, 
and  that  use  of  satisfactions,  which  will  unite  to  bring  out 
desires,  efforts,  and  satisfactions  in  ever-increasing  circles 
•of  industry.  Here  arise,  properly,  all  the  important  ques- 
tions  which  were  formerly  discussed  under  the  head  of  pro- 
ductive or  ünproductive  labor. 

Now  it  can  be  asked  with  eflect,  whether  the  opera-dancer, 
the  physician,  and  the  churchman  are  useful ;  whether  they 
expand  the  desires,  instruct  the  efforts,  and  dispose  the  sat- 
isfactions of  men  to  a  constantly  enlarging  industry. 

Let  us  inquire  closely.  It  will  be  readily  granted,  that 
these  and  other  similar  classes  may  have  influence  upon, 
or  power  in,  production  in  two  forms,  either  primary  or 
secondary,  • 
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Primarii  where  a  direet  part  is  taken,  an  m 
maintainadj  in  fcb«  creation  of  values. 

vIloh  an  effeel  is  produoed,  wbicb,  by  modify- 
ing  traman  rajüiriii. m  w  desire»,  bowerer  indfceetlj  and  in 
wb&k  isjc,  bringa  about  ulüniatcly  a  greaUnr  oroatioa 

of  valueB.  * 

Fnr  example:    that  great  class  which,  in  various  oflfi 
maititaiuB  civil  jusiie^  and  order,  ha«  iiidisputably  u  prirnary 
influenae  or  powor  by  rcndcring  possible  the  present  crea- 
ti<m  of  valurs,   and   by   watehmir  uver  their  keepiag  and 
tratirfor.     Government  and  tfcfl  law  WT6  g 
produclion.     WifhoaJ  thcm,  boWOTBT  desirous  people  might 
be  of  wealth,  and  howevei1  cap;iUi-  of  eflbrt,  little  or  uutli- 
Ingcould  be  producod.    Bobberyand  rioloticc  would  bc 
and    äestPOy   what  aiready   exiatt,   and    a   universal   waato 

would  apeedily  foflow,    IJut  they  hav»%  also,  a  Beooodaqr 
jinu^r  or  infliniiii' ;  fof  [%  is  finiiul  (hat  the  maiuteitW 
peaee   and   pröpertj  rights    awifc&M    mw    and   increajung 
desin  iis   tlni   iiurizon   of  ambition,  and   ßtiraul 

prbere  to  hOBfifft  indudtry«     Civil  security  is  an  edma- 
tion  tot  wralth,  an  economic  cnlture. 

Theo  that  great  clasa  wliich  teaehos  has  both  a  prima ry 
and  a  sccondary  power  and  iafluanoe, —  primary,  in  that  it 
ituitriictioii  to  proaeut  laboi%  as  it  h  stroggüng  to-daj 
witb  the  difiit'ultie>  of  prodtlßtiQß  ;  oxplahis  obemlod  ;md 
mechanical  laws ;  and  eet&blishee  tho  alphabot,  the  w  ritten 
letter,  electric  communication,  tho  rulea  of  book-kr»  | 
and  the  art  of  oarigatioa:  leoondaiy,  in  that  the  progreee 

of  mind  brings  it  infallibly  to  higher  stnlions  of  aspiration 
and  activity. 

Thi  wnik  of  ihcs  phyßician  is  almost  eutiralj  of  the  pri- 

mary  character.      He  eavoö  tho  Hros  of  prodm  -  :      and 

v»'s  their  BtfWgtfa  to  labor,     This  aceoudary  poWBT  ÖT 

iniliionce  of  bis  profession,  if  such  existt*,  h  distant  and 

trivial- 

On  tho  other  hand,  we  öball  add  nothing  to  the  dignity  of 
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the  churchman  or  priest  or  minister,  by  attributing  to  him 
any  direct  power  in  production.  Yet  his  part  may  be  no 
less  important  because  secondary.  The  influence  of  religion 
is  hardly  less  marked  than  that  of  race,  in  the  creation  of 
values.  If  its  influence  tend  to  improve  the  morals,  and 
thus  aid  in  the  preservation  of  public  order ;  to  elevate  the 
mind,  and  thus  give  it  nobler  and  higher  aspirations,  and  a 
better  appreciation  of  the  right  uses  of  wealth, —  it  must  be 
a  great  auxiliary  to  its  production. 

That  class  of  agencies  which  we  have  designated  as  pri- 
mary  comes  within  the  view  of  production.  The  class  of 
secondary  agencies  belongs  to  the  department  of  consump- 
tion, which  treats  of  the  use  of  wealth,  so  that  it  may  bring 
forth  more  wealth. 

Here,  in  economic  culture,  is  the  point  ak  which  pro- 
duction, passing  by  exchange  and  distribution,  comes  into 
relation  with  consumption.  In  pure  theory,  production 
and  consumption  complete  the  economic  good,  which  is 
reproduction.  The  harvest  which  is  gained  in  production 
is  sown  or  wasted,  as  the  case  may  be,  in  consumption,  to 
re-appear  in  a  more  abounding  harvest,  or  in  barrenness, 
in  reproduction.  Practically,  however,  we  have  to  intro- 
duce  the  laws  of  exchange  and  distribution,  as  the  agencies 
by  which  production  is  finished,  and  consumption  made 
possible. 

We  have  used  metaphors  drawn  from  the  chemistry  of 
agriculture  to  express  the  significance  of  economic  culture. 
To  illustrate  from  mechanics,  we  should  say  that  it  treats 
of  the  re-action  of  labor.  No  force  can  re-act  except  from 
something  external.  Labor  is  a  force  directed  to  an  object. 
The  energy  with  which  it  is  to  move  in  a  new  direction 
will  depend  on  the  temper  and  shape  of  the  body  on  which 
it  impinges.  Reproduction,  then,  is  the  rebound  of  pro- 
duction from  consumption. 

If  labor  expends  itself  on  objects  that  do  not  stimulate  to 
further  efforts  or  serve  as  instruments  to  further  produc- 
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tion,  but  rather  debauch  the  energies  and  corrupt  the 
faculties,  it  is  evident  that  reproduetion  will  be  lessened 
and  debased,  and  the  whole  course  of  industry  be  down* 
ward. 

If,  on  the  contrary,  labor  expends  itself  on  objecto  that 
present  fresh  and  urgent  desires,  and  excite  to  renewed 
activities,  it  is  evident  that  the  course  of  produetion  is  up- 
ward ;  and  the  people  will  rise  economically,  with  a  rapidity 
and  force,  such  as  signalized  the  career,  in  the  fourteenth 
Century,  of  Plorence ;  in  the  seventeenth,  of  Holland ;  in 
the  eighteenth,  of  England ;  in  the  nineteenth,  of  the  United 
States. 


BOOK  III. 
EXCHANGE. 


PART    FIRST.— TRADE. 
CHARTER  I. 

THE  PRINCIPLES  OP  TRADE. 

Exchange  has  its  origin  from  the  division  of  labor;  and 
the  further  that  division  is  carried,  the  greater  extension  is 
given  to  exchange.  If  each  man  supplied  his  own  wants 
by  his  own  work,  trade  could  not  exist.  But,  so  far  from 
this  being  the  rule  of  industrial  society,  the  article  to  which 
a  man  devotes  all  his  labor  may  be  such  as  he  never  used, 
perhaps  never  saw  used. 

Exchange  is  that  agency  which  brings  a  man  what  he 
wants  for  what  he  does  not  want,  which  furnishes  gratifica- 
tion  for  his  desires  out  of  objects  which- are  adapted  to 
gratify  few  or  none  of  his  desires. 

As  the  division  of  labor  begins  in  the  most  savage  state, 
so  exchange  is  known  there.  One  goes  into  the  woods  for 
venison;  another,  to  the  river  for  fish.  At  night,  they 
divide.  Half  the  fish  is  given  for  half  the  meat.  Perhaps 
other  parties  are  introduced.  Instead  of  exchanging  the 
whole  of  their  fish  or  venison,  each  of  the  two  gives  a  por- 
tion  for  a  trinket,  and  another  portion  to  the  medicine  man 
for  herbs  which  he  alone  knows  how  to  collect.  We  have 
here  brought  in  exchange,  not  only  in  regard  to  the  piain 
necessaries  of  life,  but  to  the  Services  of  science  and  to  lux- 
urica.    Yet  all  this  occurs  in  the  daily  life  of  the  savage. 

[77] 
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Only  one  went  for  venison :  four  have  venison  now.  Only 
one  went  fishing :  four  have  fish  to  cat.  The  bunter  and  the 
fisherman  have  trinkcts  and  medicine  they  know  not  how  to 
get.  The  doctor  and  tho  cripple  who  made  the  trinket  have 
fish  and  venison  they  could  not  procurc  for  themselves. 

This  iß  the  idca  of  exchange.  It  extends  first  to  the 
industry  of  a  hamlet ;  it  cnlargcs  to  takc  in  the  entire  Com- 
munity ;  it  remains  through  all  the  successive  modificationa 
and  rofinements  of  labor  and  accumulations  of  capital.  It 
goc8  abroad ;  it  crosses  rivers,  then  narrow  seas,  then  the 
broad  ocean ;  hunting  out  evcrywherc  what  the  seller  wants, 
carrying  everywhere  what  the  buyer  wants.  The  word 
"  exchange"  expresses  the  economical  principle  of  all  this: 
its  oflice  is  the  creation  and  apportionment  of  wealth. 

"  Trade  "  is  a  tcchnical  term  for  the  sum  of  all  actual 
exchanges.     It  is  exchange  realized. 

There  are  several  kinds  of  trade :  — 

Ist,  Domestic  or  honie  trade,  which  includes  what  is 
commonly  known  as  the  coasting  trade. 

2d,  Carrying  trade,  in  which  the  carriers  have  no  inter- 
est  in  the  commodities  beyond  their  transportation. 

8d,  Foreign  or  international  trade,  to  which  the  word 
"  commerce "  is  generally  applied. 

These  kinds  of  trade  are  subdivided  into  the  wholesale, 
retail,  and  jobbing  trades ;  and  specialized  indefinitely  as 
the  iron,  cotton,  shoc  trades,  &c. 

Whence  docs  trade  arise? 

From  the  desire  which  individuals  and  communities  have 
for  each  other's  produets.  It  is  evident  that  this  is  essen- 
tial  to  trade ;  since,  if  men  or  pcoples  produced  by  them- 
selves all  they  wished  for,  there  could,  as  we  have  said,  be 
no  occasion  for  an  exchange.  It  is  evident,  also,  that  this 
is  sufficient  for  trade,  since  it  supplies  all  the  motive  that 
can  exist  for  an  exchange. 

To  what  extent  can  trade  bc  carried  ? 

To  the  extent  of  the  surplus  produetion  of  each  individ- 
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ual  or  nation.  Qiven  the  aggregate  surplus  producta  of  all 
the  people  of  a  country  Beverally^  and  we  have  the  amount 
of  ite  entire  trade.  Given  the  aggregate  surplus  products  of 
the  people  collectivdy,  and  we  have  the  amount  of  its  foreign 
trade. 

Illustration :  Suppose  a  Community  of  one  hundred  indi- 
viduals,  each  producing  three  hundred  dollars'  worth  a  year, 
—  aggregate  revenue,  thirty  thousand  dollars.  If  each  per- 
son  desires  to  consume  only  one  hundred  dollars'  worth  of 
his  own  articles,  he  will  have  left  for  trade  two  hundred 
dollars'  worth,  —  aggregate  in  the  Community,  twenty  thou- 
sand dollars.  But  if,  after  exchanging  around  with  his 
neighbors,  it  is  found  that  each  member  of  the  Community 
has  one  hundred  dollars  which  he  does  not  wish  to  part  with 
for  any  thing  he  can  get  at  home,  we  have  the  aggregate 
surplus  availablc  for  foreign  trade,  ten  thousand  dollars. 

Ordinarily,  individuals  or  peoples  do  not  wish  to  part 
with  all  their  products.  Ohio,  for  example,  does  not  wish 
to  dispose  of  all  her  wheat.  A  share  must  be  kept  for 
home  consumption.  The  surplus  will  be  exchanged  for  other 
commodities  abroad. 

Exactly  the  amount  to  be  so  retained  will  depend,  within 
certain  limits,  on  the  degree  of  disposability.  The  more  the 
wheat  is  in  demand,  —  that  is,  the  more  of  desirable  things 
are  offere<J  for  it, — the  less  will  the  producers  be  inclined  to 
retain  it ;  the  greater  effort  will  they  make  to  dispense  with 
its  use  themselves,  or  Substitute  other  things  for  it  at  home. 
But  this  result  will  be  limited  by  the  necessities  of  the  peo- 
ple. It  cannot  be  calculated  on  to  increase  very  largely  the 
amount  available  for  trade. 

It  will,  of  course,  be  remarked,  that  the  amount  of  sur- 
plus, in  particular  countries,  will  vary  with  the  character  of 
their  products.  We  can  suppose  an  entire  people  engaged 
in  industry,  of  which  they  make  no  use  themselves.  In 
such  a  case,  their  trade  would  be  to  the  amount  of  their 
whole  production  and  their  whole  consumption.    In  fact, 
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Ihm  Kondition  of  thingn  in  novor  roalized.  The  nearer  it  ig 
approiidiod,  (ho  moro  gcnoral  the  trade.  The  more  vital 
aiicl  primitiv«  the  articloM  produced,  the  greater  will  be  tlie 
nimm  coiimiiuod  at  honie.  Ohio  haa  no  such  trade,  propor- 
tinuatoly,  aH  Ithodu  Inland;  not  nccessarily  because  the 
lattor  prodiunm  moro,  hut  that  hIio  produces  more  of  what 
iriio  dornt  not  want.  The  pooplo  of  Birmingham  consume 
hut  im  inlinitoHhual  pnrt  of  the  articlcs  tlioy  produce. 

Wo  havo  horo  tho  principlo  that  the  woalth  of  a  people  ia 
not  dotonuiuod  hy  tho  oxtout  of  ite  trade. 

Wo  havo  Huid  that  tho  trade  of  a  Community,  whose  whole 
Produktion  was  oxohauged,  would  he  equal  to  its  production 
and  oonmunption.  1t  would  bo  so,  but  that  would  be  deter- 
minnl  hy  its  production  ouly.  lt  would  be  Ulis  alone  which 
it  would  carry  in  it*  hands  into  the  markete  of  the  world, 
and  ou  this  wouhl  do|HMid  what  it  should  get  there. 

What  porsons  or  communities  will  trade  most  largely 
with  oach  othor? 

Other  things  ct)ual,  thoso  whose  produetions  differ  most. 

Twv  tailors  will  not  traftio  much  together.  Both  will 
trade  w  ith  tho  shoetnakcr  and  hatter.  Indiana  will  not  trade 
extensively  with  Illinois :  but  both  will  trade  largely  with 
l«eui$iana  aud  Massachusetts»  Rus^ia  and  Sweden  will 
make  very  &>w  c\chaugo&>  because  their  produetions  are  as 
much  alike.     Roth  will  deal  larwly  with  the  West  Indien 

What  deterttuues  the  eharaeter  and  kiud  of  producta  each 
cvHimry  will  atfcrvi  T 

ls$*  Seil  ar,d  j*ys»c*I  v\n\MmwitkHi.  Ose  will  h?  a  vheat- 
Wötttut*  ar*edsrr  a  wvvi^tvvrttu:  «xxkhzt.  Eich  will  <poa- 
taaect&^y  :u?u  i«s  ir^hsstry  ü:  thas  d:svvu«oa  wher*  £j  wül 
ycw&xv  *S?  er«:**«  **L;ar*  wiUi  tfce  I**«  cc:L*y  ef  labor 
*&£  x-a^tfal     TV*  »^  fc*  whew  sbe  rasura!  ukgumoss 

*»*&&.  wwäwor  j*  w*  «*  ;s  i»  *«&*&?  ciMCRXii«!^  wbere 
rat  ^tä  »  ^^5£>  f«<  &*  cru£s$.  asKrc&r  5:r  'sZage, 
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2d,  Climate.  From  the  Arctic  regions  to  the  tropics, 
from  Siberia  to  Hindostan,  is  infinite  variety,  both  of  heat 
and  moisture.  Some  countries  are  deluged  with  twenty-five 
feet  of  water  in  a  season ;  *  others  parch  the  year  round 
with  ten  inches.  Some  are  locked  with  frost  eight  months 
in  twelve ;  others  are  open  the  year  round.  It  is  evident 
that  the  conditions  which  are  admitted  to  have  given  rise  to 
the  differing  species  of  fruits  and  grains  and  vegetables  will 
control  their  increase. 

3d,  Social  condition.  Take,  for  examples,  England  and 
Brazil,  —  one  distinguished  for  the  high  moral  and  mental 
endowments  of  its  Citizens ;  the  other  having  a  hetcroge- 
neous  population,  in  a  poor  and  semi-barbarous  condition. 
The  latter  would,  plainly,  seek  to  enrich  themselves  from 
the  spoiitaneous  yield  of  the  soil,  from  the  wild  wealth  of  the 
pampas  and  the  forests,  from  the  precious  ores  and  stones 
along  theif  streams  and  in  natural  caves,  rather  than  tili 
the  ground  to  the  fertility  of  a  garden,  sink  sliafts  into  the 
solid  rock,  cast  up  highways  upon  the  rivers,  and  work  iron 
into  the  needle  and  lancet. 

4th,  Difference  of  race. 

This  is  additional  to  differences  of  social  condition,  and 
looks  to  those  peculiarities  of  industrial  character  in  the 
races  of  man,  which  are  no  less  distinguishable  than  their 
peculiarities  of  stature,  complexion,  and  feature.  These  do 
not  affect  the  degree  of  production  only,  as  greater  or  less, 
but  multiply  the  fashions,  and  complete  the  varieties  of 
wealth. 

All  the  causes  here  enumerated  conspire  to  give  a  great 
extent  and  activity  to  trade.  It  is  in  the  commerce  of  the 
world  that  we  have  illustrated  — 

THE  TERRITORIAL  DIVISION  OP  LABOR. 

The  Chinese  raise  tea  and  silk.    This  is  their  specialty, 

*  The  mountains  south  of  Bombay  receive  three  hundred  and  twenty 
inches  of  water  a  year,  mostly  in  three  months. 
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the  form  of  industry  to  thcui  most  profitable.  The  Cubans 
produce  sugar;  and  the  Sicilians,  oranges,  for  the  same  rea- 
son.  England  excels  all  nations  in  useful  manufactures ; 
France,  in  thoso  of  taste  and  bcauty;  while  the  United 
States  has  its  great  industrial  power  in  cotton  and  wheat. 

Under  the  Operation  of  natural  laws,  each  country  cmploys 
and  disposes  of  its  labor,  without  any  arbitrary  enactmente,  in 
just  the  way  most  congenial  and  profitable ;  in  other  words, 
in  that  way  which  develops  its  greatcst  industrial  power, 
j  and  secures  the  largest  possible  production. 

j  Suppose,  on  the  contrary,  that  we  of  the  United  States 

;  I  should  determiue  to  raise  our  o wn  oranges.     We  could  do 

so,  and  create  a  supply  equal  to  the  dcmand.     The  cost  of 
!  one  orange  would  probably  be  equal  to  the  cost  of  raisiug  a 

bushel  of  wheat,  which  would  procure  for  us  abroad  one 
hundred  oranges.     The  loss  would  bo  equal  to  ninety-nine 
out  of  every  hundred  oranges.     Wo  should  force  a  cer- 
■  tain  part  of  the  labor  ongaged  in  other  pursuits  into  the 

l|  bu8iness  of  raising  oranges.     The  supply  would  be  fully 

| :  equal  to  the  dcmand ;  for,  at  the  rate  of  a  bushel  of  wheat 

for  each  orange,  few  oranges  would  be  wantcd.  The  pcople 
would  lose  the  enjoyment  of  ninety-nine  out  of  every  hun- 
dred oranges  thcy  would  othcrwise  consume,  and  could  just 
as  well  have,  if  allowed  to  pay  for  them  in  wheat. 

If  we  turn  to  the  advantages  allcgcd  *  of  the  division  of 

labor  individually,  we  shall  find  that  each  one  of  them  holds 

i  good  in  the  application  of  the  principle  territorially.    Indeed, 

it  may  be  assumed  that  it  is  hcre  more  active  and  efficient, 

since  the  differenecs   of  communities  ränge  higher  than 

i  those  of  individuals.     On  the  other  hand,  the  limitations 

prescribcd  are  indefinitely  removed  when  we  come  to  the 

field  of  national  industry ;  and  the  disadvantages  disappear 

altogether.     That  would  be  a  bold  philosophy  that  should 

declare  a  peoplo  one-sided  which  does  not  produce  every 

tliing  it  consumes.     So  far  from  being  considered  a  defect, 

*  See  Production,  eh.  ir.  et  seq. 
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that  races  or  nationalities  should  develop  very  strongly  in 
special  directions,  it  is  highly  desirable.  While  it  takes 
nothing  from  the  individual  excellence,  each  contributes 
with  a  greater  generosity  to  the  completeness  of  the  whole. 

From  these  general  considerations  of  trade,  we  deduce 
the  following  principles: — 

Ist,  That  individuals  must  produce  a  surplus  of  their  own 
commodities  to  have  an  opportunity  to  trade,  and  must 
trade  to  make  it  an  object  to  produce  a  surplus.  Wants 
create  wealth,  and  wealth  creates  wauts. 

2d,  That  every  nation  is  interested  in  the  production  of 
every  other  nation.  Any  thing  which  impedes  the  produc- 
tion of  any  individual  or  Community  injures  the  trade  of 
the  world.  Such  causes,  for  example,  are  pestilence,  as  the 
cholera,  yellow-fever,  and  plague ;  the  convulsions  of  na- 
ture,  as  earthquakes  and  inundations ;  war,  as  in  the  case 
of  the  late  war  in  India,  which  sensibly  affected  the  trade  of 
the  world,  and,  still  more  striking  and  recent,  in  the  case 
of  the  great  Rebellion  in  the  United  States,  which  was  feit, 
it  may  almost  be  said,  by  every  human  being  on  the  globe. 
Not  a  consumer  of  cotton,  high  or  low,  civilized  or  savage, 
but  suffered  in  consequence. 

3d,  That  this  mutual  intorest  exists  between  any  two 
nations,  whether  they  have  direct  commercial  intercourse 
or  not.  For  example :  th'ere  may  be  a  German  principality 
that  purchases  nothing  of  the  United  States,  yet  it  may  pur- 
chase  largely  of  the  cotton  yarn  of  England.  That  causes 
a  demand  for  American  cotton ;  that  benefits  the  Southern 
States ;  that,  in  turn,  helps  the  trade  of  the  North ;  and 
that,  again,  the  producers  of  the  West,  on  whom  the  North 
depends  for  agricultural  supplies. 

By  such  ramifications,  exchange  extends  itself  through 
the  world. 

4th,  Since,  by  the  laws  of  trade,  those  countries  which  lie 
most  remote  from  each  other,  and  are  most  unlike  in  soil, 
climate,  civilization,  and  ethnical  characteristics,  are  most 


84 


EXCHANGE, 


[book  m. 


nearly  united  by  commerce,  it  is  shown,  that,  by  this  terri- 
torial division  o£  labor,  the  most  exfcended  producti<m  und 
tho  most  benefieent  distributiun  of  all  the  comnioditiea 
of  the  earth  are  secured ;  and  that,  if  any  nation  ercates  an 
articlo  of  peculiar  dcsirablencss>  it  is  placed  within  the 
reach  of  alL  Every  iuvention  or  imprdvement  becomes,  in 
this  way,  the  common  proper ty  of  niaiikind. 

5th,  That  commerce  harinonizes  all  differences  in  the 
industry  of  the  world. 

"  AU  Nature's  tüfference  make»  all  Nature's  peace." 

Any  natural  irnpedinient  or  artifieial  obstruetion  to  the 
interoourse  of  nations,  in  fact,  so  far  injures  the  produetiori 
and  trade  of  alL 

"  A  comniercial  nation,"  eays  Sir  James  Maekintosh, 
"has  the  sauie  intereat  in  the  wealth  of  her  neighbors  that 
a  tradesman  has  in  the  wealth  of  bis  customers«  .  .  .  Not  an 
acre  of  land  has  been  brought  into  enltivation  in  the  wilda 
of  Siberia,  or  on  the  shores  of  the  Mississippi,  which  has 
not  widened  the  market  for  Englbh  industry." 

6th,  That  commerce  dinriiiishes  tlie  nnmber  of  wars,  and 
shortens  their  duration. 

There  may  have  been  a  i  ime  when  the  galleons  of  Spain 
and  the  Indianian  of  England  bringmg  home  the  atored 
treasures  of  barbarifim  iuflueneed  the  cupidity  of  goveru- 
md&ta  to  the  pohit  of  war.  But  as  commerce  abandoned 
the  apoili  of  conquest  for  the  honest  industry  of  the  world, 
as  its  field  beeame  widened,  its  connections  more  intimate, 
its  beiK-fitH  more  populär,  the*  temptation  to  phrnder  and 
violen  ee  died  away.  The  ad  van  tage  s  of  a  peaceful  partici- 
pation  in  trade  are  greater  to  every  pcoplö,  even  those  least 
maritime,  than  all  that  could  be  hojjed  from  the  ra vages  of 
a  Drake  or  a  Doria.  The  whole  interest  of  commerce  is 
now  the  inalienable  ally  of  peace.  It  has  not  been  i\mud 
suffieient,  thus  far,  to  prevent  all  wars.  But  it  enters  into 
negotiations,  tempera  grievances,  and  delays  violence.    And 
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when,  in  spite  of  its  admonitions,  war  is  declared  and  waged, 
it  remains  still  an  argument  for  peace  more  impressive  and 
influential  by  reason  of  the  distresses  and  inconveniences 
attending  the  loss  of  accustomed  traffic. 


CHAPTER  H. 

OBSTRUCTIONS    TO    TRADE. 

These  are  of  three  kinds  :  — 

First,  physical,  which  are  natural ;  secondj  social,  which 
are  incidental ;  third,  legal,  which  are  conventional. 

Looking  at  these  in  the  light  of  what  has  gone  before,  we 
shall  be  inclined  to  regard  them  as  so  much  imposed  as 
a  bürden  on  industry,  shackling  the  movements  of  capital 
and  labor. 

But  they  have  been  presented  in  another  aspect,  as  if 
there.were  compensations  for  this  hinderance  of  spontane- 
ous  trade  ;  and  to  this,  also,  we  will  attend. 

Inasmijch,  therefore,  as  these  obstructions  to  trade  have 
been  regarded  as  the  protection  of  local  industry ,  and  on  that 
acconnt  have  been  received  with  favor  by  scientific  men  and 
ruiers,  we  shall  speak  of  them  as  different  forms  of  protec- 
tion. The  propriety  of  the  term  "  protection "  we  shall 
discuss  at  another  point. 

Ist,  Physical  protection. 

This  results  from  obstacles  which  Nature  interposes. 
They  may  all  be  expressed  by  the  Single  terra  "  location." 
The  wheat  of  Vermont  has  a  protection  in  its  own  markets 
as  against  the  wheat  of  Illinois,  to  the  extent  of  all  the  cost 
of  transportation  from  the  latter  to  the  former  State.  If 
the  cost  of  transportation  and  attendant  charges  are  fifty 
cents  per  bushel,  then  the  farmers  of  Vermont  can,  as  far 
as  competition  from  Illinois  is  concerned,  continue  to  seil 
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their  wheat  until  thcy  reach  a  priee  fifty  Cents  per  buslicl 
gmitrr  thuu  thcy  i'-mld  obtaiu  but  for  this.     AU  thi- 
im!  mach  ♦■niirli  th<<  former;  for  thr  graater  prioe  in 
rentieret  th'«''-;uv  l>v  tlio  addilum;d  Labor  requir&d,     But, 
at  any  rate,  it  bim  in  seliing  just  so  mach.    On  the 

other  band,  Lira  mechanio  a£  Vermont  must  pay  iumv,  np 
to  lifty  crnis,  for  1  btt&bft)  of  whoat.  Tlie  protection  of  Um 
furnier,  tbougb  a  natural  ouc,  is  at  tbc  oxpooso  of  tbc  con- 
minier.  The  mechaiiic,  in  so  ilir  jia  biabread  is  com 
placcd  at  a  dbadvautagü  in  pruduetion,  in  compotiüiai  WltJl 
those  who  cau  purdiAflft  fbdlr  wheat  at  the  pricoa  * »I  Diu 
)t  Costa  liim  mort  hü  liws  he  innat,  therefore,  clmrgc  mm 
for  his  varefl,  and,  nf  courao,  «eil  lots. 

l!',  imw,  Ibe  Introductioil  of  railroads  rodueoa  tlie  aoal  of 
tran*|wn'tation  to  Iweniy-livc  eents,  tho  Vermont  farmera 
have  lost  half  their  protection«  The  oonaequence  of  tliin 
will  mihirally  bbf  tl tut  lomc  uf  that  class  in  Vermont  will 
bouonie  moduu  tir.s.  b*C*U6€  tlie  latter  class  has  gained  wliat 

tho  forme  r  baa  lost,  hv  tibi  roduetion  in  the  cuwt  of  traiwpor- 
tatiem.  Any  thing  which  reduces  tho  prfoe  of  Agrioulftmd 
producta  has  a  tendeucy  to  inoffttM  all  other  brincbäfl  uf 
produetiou. 

This  protection  motmti  geimmlly  toan  eatire  prohibilion 
ol  tho  fo^elgD  fcröcie  in  tho  cam  öf  eortfein  uumufactuiva, 
such  as  houses,  harns,  storea,  <£c,  which  night  often  he 
oröetod  more  oouvenieiitly  and  oheapty  fcban  in  the  country 
urhere  ihev  ort  to  be  oecupied ;  but  tho  ooet  of  tra 
tum  puts  it  out  of  tlie  tpiestion,  except  in  case*  where  the 
local  facilitiea  aro  very  crude  and  insuJIioumt.  Tlicro  have 
beon  great  numten  uf  houses  aent  ont  by  ship  to  California 
and  Anstrahlt;  and  there  an\  eveu  now,  reuiaiiiing  in  tln* 
rn  porliun  ui'  ihQ  linlcd  Bttteft,  boüBSö  which  were 
fiujtiod  in  tho  uld  World,  or  which  are  ruade  of  brick  Import- 
cd  froin  England, 

Yot,  looking  to  tho  whole  of  tluiigs,  we  find  that  tliia  cUirä 
of  protection  buildä  up»  in   every  couutry,  an  auiouut  of 
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manufacturing  and  mining  industry,  often   amounting  to 
one-half  of  its  consumption  in  that  line. 

Such  a  protection  to  industry  being  in  the  nature  of 
things,  and,  in  fact,  being  the  very  condition  of  material 
existence,  we  have  no  more  call  to  inquire  whether  it  is 
desirable  than  we  have  to  ask  the  same  concermng  weight. 
It  exists,  and  must  continue.  The  effect  of  it  may  be  less- 
ened  by  man's  contrivances,  but  can  never  be  annihilated. 
Those  very  contrivances  will  be  among  the  effects  of  it. 

In  a  certain  sense,  and  to  a  degree,  such  obstructions, 
even  when  apparently  removed,  still  continue  to  exert  a  pro- 
tection on  local  industry.  Suppose,  for  example,  a  swamp, 
near  a  certain  town,  requires  a  detour  of  many  miles  for 
all  passengers  and  freight.  It  is  a  natural  protection  on  ♦ 
the  industry  of  the  place.  If,  now,  a  causeway  is  con- 
structed  or  the  swamp  drained,  so  that  the  difficulty  of 
travel  is  avoided,  the  protection  is  removed,  unless,  indeed, 
it  exists  in  the  form  of  the  debt  incurred  for  drainage.  In 
either  case,  the  people  are  relieved  of  a  certain  amount  of 
labor  once  indispensable ;  and,  though  their  "  protection " 
has  been  removed,  their  industry  has  been  greatly  bene- 
fited. 

In  the  prodigious  enterprises  undertaken  by  science  and 
labor  for  removing,  in  every  direction,  obstacles  to  uninter- 
rupted  communication,  do  we  not  find  the  best  practical 
commentary  on  all  artificial  and  conventional  arrangements 
for  putting  countries  further  apart  by  imposing  restrictions 
on  commerce  ?  If  the  approach  of  foreign  industry  is  unde- 
sirable,  it  is  an  economic  curse,  that  the  steamship  and  the 
Indiaman  have  replaced  the  galleys  of  Golumbus  or  the 
triremes  of  Themistocles.  Let  the  ocean  be  turned  to 
quicksand,  and  the  earth  to  mire ;  that  so  the  mutual  hurt- 
fulness  of  nations  may  cease  in  an  entire  impossibility  of 
reaching  each  other. 

The  second  of  the  modes  of  protection  is  what  we  have 
termed  social.    We  have  also  called  it  incidental,  there 


88 


EXCHANGE. 


[BOOK    HL 


boiug  no  original  Intention  to  aiTect  the  dircciion  of  labor, 
It  arisee  frötn  social  ohstmctions  or  pohtieal  disturbanees. 
These  i&Grease  the  protection  ullbrded  the  interesta  <>f  ^ar- 
tikular loealititä,  A  in ost  impressive  illustration  is  found 
in  tlic  rosults  of  the  war  of  the  Rebellion  in  tlie  United 
States.     The  production  und  sah*  of  eottou  was  great  ly  hin- 

dj  and,  für  a  time,  almost  annihilated.  This  operatod  as 
an  immense  protection  to  the  eotton  of  India  and  Egypt, 
where,  befarö,  the  cnlture  waa  comparatively  unproutaMo. 
Yet,  undcr  the  e n co ura gerne nt  of  the  Ainerican  war,  it  he- 
camc  niore  ad van tagen us  thun  any  other  brau  eh  of  iudustry. 
Indeed,  sn  largely  was  it  raiaed  in  India,  that  the  eountry 
increased  in  wcalth  at  a  rate  quite  astonishiiig,  and  a  great 
.  industrial  lwulution,  for  tho  timo  at  least,  was  effected, 
Hut  it  was  at  a  heavy  expense  to  all  other  peoples  and 
couiitrics.  What  India  gaioad,  Buropa  and  America  lostj 
the  formet  EU  |nu<him\the  latteras  eonsumer.  The  wealth 
of  the  world  was  not  increased,  bnt  great ty  diminiBhed,  and 
its  natural  and  healthy  commerce  widely  derangcd, 

Even  India  itself  hfta  u**t  hmn  parma&aatty  beuafited  by 
the  extraordinary  deniaud  for  her  eotton.  The  return  of 
in  the  United  States,  bringing  down  the  prieo  of  her 
great  staple,  hü  Ctuaaed  extensive  bankruptey  and  great 
eomiiK  iviul  distress.  The  season  of  artüieial  prosperitj 
led  to  the  wildest    extravajrauee   and   speeulatkm,  to   Um 

!0t  of  the  eii hure  of  riee  and  other  needful  crops»  so 
that  the  eveut,  wlneh,  für  a  while,  brought  unwonted  pros- 
perity,  rnust,  in  tlie  end,  produce  equal  depression  aud 
suflfering. 

In  BOflüfi  emintries,  the  despotic  rapacity  of  the  govern- 
ment,  and  the  violence  and  fraud  that  pervade  society.  serve 
as  a  great  protection  to  the  iudustry  of  uthers,  by  diminish 
■mal  safety  and  husimss  Bä&uritj  in   trade.     Such 

lemeut  affbrda  the  same  oneournjrement  to  others  as 
the  introduetion  of  a  bear  into  ono  störe  woiüd  give 
to  the  sales  of  others.     It  plainly  reduces   the  quantity 
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or  quality  of  inducements  that  can  be  held  out  to  buyers 
in  the  Community  where  the  disturbance  or  disorder  ex- 
ists. 

Suppose  the  Gulf  of  Mexico  to  be  infested  with  pirates,  so 
that  the  danger  to  life  and  risk  of  property  should  double 
the  price  of  sugar  brought  from  New  Orleans  to  New  York. 
This  increase  of  price,  caused  by  the  cost  of  insurance 
against  robbery  and  murder,  so  long  as  it  lasted,  would  be 
a  protection  to  that  extent  to  the  cultivation  of  maple  sugar 
in  the  North. 

War,  under  all  circumstances,  whatever  the  occasion  or 
result,  whether  between  different  nations  or  parts  of  the 
same,  always  has  the  effect  of  disturbing  trade,  arresting 
all  the  healthful  agencies  of  production,  and  disturbing  the 
harmony  of  the  economic  world. 

3d,  The  last  of  the  modes  of  protection  is  what  we  have 
called  legal.  It  is  purely  conventional,  and  arises  with  the 
direct  purpose  of  affecting  production,  or,  at  least,  with 
the  expectation  that  such  will  be  the  result.  This  is  effected, 
fir8tly,  by  the  prohibition  of  imports  from  one  or  all  nations; 
secondly,  by  a  direct  premium  on  the  products  of  home 
industry ;  or,  thirdly,  by  the  imposition  of  duties  on  the  for- 
eign  article. 

•  The  former  method  is  so  violent  and  extreme  as  to  be 
entirely  out  of  the  sympathies  of  modern  economy  and 
statesmanship.  In  so  far  as  it  exists,  it  intends  to  destroy 
trade.  It  may  arise  during  a  State  of  war,  or  m  greatly 
embittered  controversies  for  purposes  of  injury  or  revepge ; 
in  which  case  its  effects  are  to  be  regarded  rather  as  be- 
longing  to  a  state  of  war,  and  as  incidental  to  it,  though 
brought  in  by  specific  enactment. 

The  second,  though  used  at  different  times  and  in  differ- 
ent countries,  has  never  been  a  favorite  with  govcrnments, 
although  it  is  by  far  the  most  economical  mode  of  giving 
encouragement  to  a  particular  brauch  of  industry.  An 
illustration  of  the  great  advantage  of  this  mode  of  proteo- 
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tum  over  that  of  laying  duty  on  exports  will  be  given  in  our 
chaptcr  on  national  taxation. 

We  shali  have  to  do,  then,  only  with  that  kind  of  legal 
protection  which  is  secured  by  the  imposition  of  duties  on 
imports.  This  has  becn  the  praetico  of  nations  generally, 
in  a  greater  or  less  degree,  and  so  with  more  or  less  effect. 
England  formerly  laid  taxes  on  four  hundred  articles  brought 
into  her  ports  from  France.  The  United  States  has  always 
maintaincd  a  system  of  iinport  duties  of  a  varying  character, 
sometimes  directed  to  one  objeet  and  somethnes  to  another, 
as  the  populär  feeling  went. 


CHAPTER  IH. 

PROTECTION. 

Legal  protection  may  be  imposed  from  one  or  more  of 
four  general  reasons:  — 

Ist,  To  raise  a  revenue. 

2d,  To  encourage  the  protection  of  certain  commodities 
at  home. 

3d,  To  support  existing  forma  of  produetion. 

4th,  To  secure  commercial  independence. 

All  these  will  be  examined  in  detail. 

Ist,  To  raise  a  revenue.  So  far  as  this  is  the  only  con- 
venient  way  in  which  the  State  can  raise  a  certain  sum  of 
money  which  it  must  have,  it  is  but  a  mode  of  taxation,  with 
which  we  have  no  present  concern.  So  far  as  it  also  affects 
industry,  it  becomes  a  species  of  protection.  We  have  not 
called  it  incidental,  because  its  bearing  on  industry  is  known 
and  considered  in  its  imposition.  So  far  as  the  element  of 
protection  remains,  it  should  be  subjeet  to  the  judgment 
which  shall  be  prono\inced  on  what  follows.  If  the  "pro- 
tection "  of  certain  domestic  produets  be  found  a  good,  then 
the  revenue  duties  should  be  so  disposed  as  to  afford  them 
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all  possible  assistance  at  the  same  time  that  it  serves  the 
public  purse.  If,  on  the  othqr  band,  it  is  decided  to  be  mis- 
chievous  to  Substitute  man's  law  for  Nature's,  such  revenue 
dutie8  should,  as  far  as  may  consist  with  the  public  safety, 
be  imposed  on  articles  where  it  will  not  mislead  industry. 

2d,  To  encourage  the  growth  or  manufacture  of  certain 
commoditie8  at  home.  This  is  the  field  in  which  protection 
joins  battle  of  choice  with  freedom  of  industry.  In  all  the 
other  particular  reasons,  its  argument  is,  as  we  shall  see, 
linked  with  some  real  or  fancied  necessity ;  but  here  protec- 
tion takes  ground  freely  and  fairly,  virtually  making  two 
propositions  which  it  assumes  to  defcnd:  — 

First,  tliat  the  desires  of  man,  as  an  industrial  being,  are 
so  blind,  so  passionate,  or  so  weak,  as  to  require  correction 
by  the  public  will,  enlightening,  chastening,  or  stimulating. 

Second,  that  the  efforts  of  man,  as  an  industrial  being, 
are  not  sufficient,  of  themselves,  to  achieve  the  satisfaction 
of  desires,  without  the  aid  of  law,  coercing  him  to  that 
which  he  would  not  voluntarily  undertake. 

What  is  industrially  wanting,  then,  in  man's  nature,  either 
individually  or  in  voluntary  association,  is  to  be  supplied  by 
such  enactments  as  are  called  protective. 
•  We  will  inquire  about  the* second  of  these  propositions, 
with  the  view  of  reducing  both  to  one. 

Man's  industrial  efforts  can  never  be  assisted  in  produc- 
tion  by  any  legal  enactment.  Deriving  all  value  from  labor, 
we  have  here  an  adamantine  basis,  which  no  sojjhistry  can 
move.  Laws  may  be  supposed  to  stimulate  desires,  or  to  re- 
press  them ;  but  they  cännot  lay  hand  on  man's  labor,  exccpt 
to  hinder  it.  It  is  a  power  given  by  the  Creator,  to  work 
upon  the  constant  properties  of  matter.  It  has  no  fellow 
in  its  work ;  its  only  tools  are  capital,  its  own  creature,  and 
nature,  whose  forces  are  fixed  by  God.  Labor  has  its 
commission  and  its  reward  in  itself.  Just  as  surely  as 
man  cannot  add  one  cubit  to  his  stature,  so  is  law  impotent 
to  help  man's  labor,  except  through  man's  desires. 
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Thcro  is  anotker  roason,  more  abatract,  for  reducing  these 
two  propositions  to  one.  It  is,  that  the  efforts  men  will 
mako  aro  included  in  their  desiros.  Those  efforts  are  those 
desires  going  out  after  their  objects.  Man's  work  is  man's 
want  active. 

Wo  liave  thus  to  consider  only  the  first  proposition  in  the 
theory  of  protection:  nainely,  that  the  desires  of  man,  in 
the  economic  scnsc,  need  governmcnt  by  law.  Men,  as  con- 
sumers.  are  to  be  shut  off  from  certain  objects  to  which  they 
naturally  incline :  and,  as  capitalists  or  laborers,  are  to  be 
shut  up  to  certain  efforts,  which,  so  far  as  the  legislation 
has  any  influenee.  are  not  the  direct.  simple,  and  proper 
means  to  the  satisfaction  of  existing  wants.  And  all  this 
not  at  all  in  the  interests  of  morality  or  good  government, 
but  wholly  with  a  view  to  the  greater  wealth  and  industrial 
prosperity  of  the  Community.  This  proposition  has  its  only 
basis  in  a  want  of  contidence  in  the  intelligence  of  the  peo- 
ple  to  direct  their  own  desires,  and  of  the  competency  of 
lahor  to  gratify  such  desires.  The  proposition  here  reacbes 
a  jH>iut  where  there  is  110  argument.  Consciousness  and 
experieneo  must  affirm  or  deny  sharply  and  decisively.  Sudi 
wisdom  or  power.  *>»  Ivlieve,  has  not  been  vouchsafed  to 
legislatorc.  whether  absolute  or  n?presenting  the  will  of  a 
ptople. 

Economically.  it  will  evor  lvmain  true,  that  the  gotern 
ment  is  best  which  governs  loast-  The  wants  of  a  people 
ik  the  solo  proper,  the  solo  possible,  monres  for  prodnctioo. 
Xothinc  ctn  be  suterimted  for  them.  Any  thing  that  seems 
to  take  their  place  is  merely  a  debasexnen:  of  them.  The 
inwms4s  <vf  prvoucvrs,  wheiher  laKwrs  or  caz*i;alis2s.  s*cni*, 
tvmer  lhan  any  other  poasible  taeans,  tbe  gracficaiion  of 
sadh  wanüs.  Their  intelligence  is  always  sisperäor  cg  suA 
r*xnts  to  tha;  of  ar.y  f.wign  Kviy.  Thcs*  we  betk-re  to  he 
absolut*  aärasatSÄis  i>f  uriversil  ejawries^^ro*  iewadeot 
oc  rMÄCiirur.  uo;  cvxsd?scenair*g  ts'»  arpuDeri. 

Geawml  Tcvwsäka :  Tbe«  is  öo  sease  so  säbele  as  thal 
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with  which  a  man  detects  his  own  wants.  There  is  no  spur 
so  sharp  as  that  which  urges  him  to  satisfy  them. 

This  is  all  the  defence  it  seems  necessary  to  make  against 
the  direct  attack  of  the  protection  theory.  It  will  be  more 
troublcsome  when  we  meet  it  in  alliance  with  otfyer  in- 
terests,  on  ground  not  its  own,  and  displaying  uncertain 
colors. 

If,  then,  protection  is  founded  on  false  economical  prin- 
ciples,  we  should  expect  to  find  it  working  mischief  in  its 
application  to  national  industry,  perverting  the  desires,  crip- 
pling  the  efforts,  and  plundcring  the  satisfactions  of  society. 

Since  the  subject  is  of  great  practical  importance  and  of 
great  populär  interest,  we  will  take  an  illustration  at  length 
from  the  history  of  American  industry,  exhibiting  the  prin- 
ciples  thus  far  attained. 

We  choose  the  manufacture  of  iron,  for  six  reasons :  — 

Ist,  Because  it  may  be  produced  in  great  amount  in  our 
own  country,  and  is  found  in  almost  all  others.  There  is, 
therefore,  nothing  of  the  nature  of  a  monopoly  about  it. 

2d,  Because  it  enjoys  the  largest  natural  protection  arising 
from  its  weight  and  bulk. 

3d,  Because  it  is  one  of  the  most  simple  of  all  manu- 
factures. 

4th,  Because  it  has  been  tried  on  a  large  scale,  affording 
material  for  great  inductions,  and  freeing  the  results  from 
any  imputation  of  accident. 

5th,  Because  the  public  attention  has  been  turned  to  it  for 
a  long  time,  and  it  is  better  understood  than  any  other  we 
could  name. 

6th,  Because  a  stronger  argument  can  be  made  in  favor 
of  its  receiving  governmental  protection  than  any  other. 

What  is  the  fact  in  regard  to  the  manufacture  so  de- 
scribed  ?  At  present,  iron  cannot  be  so  cheaply  and  exten- 
sively  produced  in  the  United  States  as  to  exclude  the 
foreign  article.    Why  is  this?    .We  answer  negatively:  — 

Ist,  Not  that  we  do  not  know  how  to  make  it.    Being,  as 
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has  been  sai<L  the  most  simple  of  all  mannfactures.  we  ha?e 
had,  from  the  earliest  settlement  of  the  colonies,  the  neces- 
sary  knowledge,  and  have  produced  it  from  our  eolonial 
days. 

2d.  Xot  that  we  have  not  sufficient  capital.  Xo  brauch  of 
bosiness  is  more  accessible  than  iron-niaking.  or  requires 
less  capital  proportioaally.  As  a  matter  of  fact.  the  busi- 
ness  vag  commenced  with  little  difficulty.  and  we  sueceeded 
up  to  a  certain  point.  Had  it  been  as  profitable  as  other 
branches  of  industry,  it  would,  like  the  manufacture  of 
boots  and  shoes,  have  been  extended  to  the  füll  demands 
of  the  country.  Yet  the  latter  industry  has  been  carried 
nearly  to  the  fall  demand.  The  former  has  stopped  far 
»hört  of  it. 

It  is  to  be  observed,  in  this  connection,  that  a  successful 
business,  once  started,  creates  its  own  capital.  Labor  no 
more  seeks  assistance  from  capital,  than  capital  employment 
by  labor.  Every  year  of  profitable  enterprise  affords  a  sur- 
plus,  which  can  be  applied  to  the  increase  of  business  more 
efficiently  than  twice  the  amount  of  raw  capital,  Coming  in 
the  lump.  The  daily  or  monthly  increments  are  applied 
with  an  aptncss  and  a  promptness  that  make  them  far  more 
useful  than  wholesale,  occasional  accessions  of  capital  from 
abroad. 

3d,  Not  that  we  have  not  the  best  natural  facilities  for  the 
manufacture. 

Five  great  conditions  of  suceess  are  found  most  remarkably 
in  the  United  States,  —  (a)  Our  ore  is  not  only  of  excellent 
quality  and  most  abundant,  but  (6)  is  found  very  geuerally 
on  the  surface  and  (c)  in  proximity  to  the  best  river  naviga- 
tion,  and  almost  always  in  close  juxtapo§ition  to  (<f)  coal 
for  smelting,  and  (e)  limestone  for  flux.  Perhaps  in  no 
other  country  of  the  world  are  these  requisites  so  fully  se- 
cured.  The  absence  of  a  single  one  of  them  might  be  suffi- 
cient to  destroy  the  prospect  of  production. 

The  importance  of  this  element  will  be  seen  in  the  follow- 
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ing  remarks  from  Dr.  Allen's  excellent  work  on  "India, 
Ancient  and  Modern :  "  — 

"  India  has  valuable  iron  mines  (the  writer  once  heard  a  distin- 
guished  geologist,  who  had  been  inspecting  them,  say  they  contained 
iron  enough  to  supply  the  world)  ;  and  yet  nearly  all  the  iron  used 
in  the  country  is  pro^ured  from  Europe,  because  the  iron  mines 
are  in  one  province,  and  the  coal  is  in  another." 

4th,  Not  that  the  manufacture  here  lacks  a  good  natural 
protection.  America  has  been  put  at  a  great  distance  from 
Europe.  The  effects  of  such  a  protection  we  have  already 
seen.  The  foreign  product  is,  in  this  case,  charged  with 
freight  and  insurance  for  a  voyage  of  threc  thousand  miles. 
This,  with  articles  having  littlc  bulk  or  weight  for  the  value, 
might  not  servc  as  a  great  encouragement  to  the  home  pro- 
duct ;  but,  with  iron,  it  is  a  very  considerable  item. 

Why,  then,  with  all  these  facilities,  do  we  not  produce  all 
our  iron  without  governmental  protection  ?  There  is  but 
one  reason. 

We  can  do  better.  We  can  obtain  our  iron  with  less 
labor  than  by  making  it. 

How  can  this  be  ?  Because,  though  we  have  facilities  for 
making  iron,  greater  perhaps  than  any  other  people,  we  have 
still  greater  facilities  for  raising  agricultural  products. 

We  can  raise  forty  busheis  of  wheat  with,  say,  twenty  days' 
labor  that  will  purchase  a  ton  of  iron,  to  produce  which 
would  cost  twenty-five  days'  labor :  net  saving,  five  days,  or 
twenty  per  cent  on  all  our  iron. 

What  is  the  explanation  of  this  State  of  things  ? 

Land  is  an  instrument,  and  the  greatest  of  all,  in  pro- 
ducing  agricultural  values.  Good  arable  land,  on  which 
wheat  is  raised  in  England,  is  worth,  say,  two  hundred  dol- 
larß  an  acre. 

In  this  country,  the  same  is  worth,  say,  twenty  dollars.* 

*  Often  not  a  fourth  part  of  that  snm.  The  government  holds  the  best 
wheat  land  at  one  dollar  and  twenty-flve  cents,  and  gives  it  away  to  actual 
lettlen. 
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Then,  with  our  price  of  land,  we  have  the  advantage,  so  far, 
over  the  European,  in  the  production  of  crops,  of  ninc-tenths, 
or  nincty  per  ccnt.  Our  capital  in  land  is  ten  times  as  pro- 
ductive  as  that  of  England.  On  the  other  band,  we  bare 
not  an  equal  advantage  over  the  European  in  making  iron ; 
for,  although  it  costs  him  more  labor  (and  labor  is,  as  wo 
have  said,  the  chief  item  in  making  iron),  that  labor  cost» 
him  mueh  less  per  day  than  it  costs  us ;  say,  at  least,  fifty 
per  ccnt  less.  So  that,  if  it  is  estimated  to  cost  him  twice 
as  mucli  labor  to  make  iron,  still  labor  costs  bim  no  more  in 
money  than  ours  costs  us.  In  respcct  of  labor,  then,  we  are 
on  a  levcl. 

So  far  as  money,  as  capital  is  concerned,  the  European 
again  has  the  advantage  of  us  by  fifty  per  cent,  since 
money  is  as  well  worth  eight  per  ccnt  here  as  four  per 
cent  there. 

Now,  these  facilities  which  the  European  has,  from  the 
cheapness  of  labor  and  capital,  counterbalance  to  a  great 
extent,  if  not  fully,  the  advantages  which  we  have  from  tho 
ease  with  which  we  can  get  the  matcrials  of  which  iron  is 
made. 

If  so,  in  getting  our  iron  by  raising  wheat,  we  havo  the  net 
advantage  over  the  European  of  nincty  per  cent  in  the  land, 
which  is  the  great  item  of  expense  in  such  produets ;  so 
much  so,  indeed,  that  the  pure  rent  of  farms  in  England 
is  estimated  to  equal  the  entire  wages  of  the  agricultural 
laborers. 

Tims  it  is  that  our  unequallcd  natural  advantages,  ans- 
ing  from  cheap  virgin  lands,  render  it4  unprofitablc  for  us 
to  make  iron,  or  engage  in  many  other  kinds  of  manufao 
tures. 

Such  is  tho  sifaiation.  We  will  now  apply  protection. 
Government,  in  1816,  laid  a  duty  of  thirty  dollars  per  ton 
on  bar  iron ;  equal  to  about  fifty  per  cent  on  tho  cost  of 
the  foreign  article.  Let  us  inquire  into  the  effect  of  this 
policy. 
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Ist,  Iron  was  produccd.  Labor  and  capital  were  at  once 
withdrawn  from  other  occupations,  and  invested  in  furnaces 
and  iron-making.  We  undertook  to  mako  iron  oursclves, 
under  the  belief,  that,  with  a  protection  of  tliirty  dollars  per 
ton,  the  manufacturc  would  be  found  very  profitable.  So 
far,  the  object  of  the  duty  was  accomplished. 

2d,  A  great  loss  was  ca\ised  to  the  general  production  of 
the  countiy.  Labor  and  capital  were  withdrawn  from  pur* 
suits  of  ordinary  profitableness,  and  invested  in  business 
that  required  fifty  per  cent  protection  to  make  it  profitable 
at  all.  If  the  dnty  was  necessary  to  establish  the  manufac- 
ture  in  1816,  as  it  was,  —  for  a  still  higher  protection  was 
called  for,  —  does  it  not  follow,  that,  on  the  whole  amount 
made  under  the  forced  System  of  production,  there  was  a  loss 
to  the  country  of  thirty-three  and  one-third  per  cent ;  thirty- 
three  and  one-third  per  cent  of  ninety,  the  enhanced  price, 
being  fifty  per  cent  on  sixty,  the  original  price  ?  * 

18  it  possible  that  there  can  be  any  doubt  of  this  ?  The 
production  of  wealth  was  decreased  so  much.  The  enhanced 
price,  thirty  dollars  per  ton,  took  the  following  form:  — 

*  It  should  be  understood  that  there  can  be  no  greater  Discount  than  one 
hundred  per  cent,  which  takes  the  whole  of  any  thing;  yet  there  are  men  who 
profess  to  be  learned  and  even  well  versed  in  financial  matters,  who  speak 
very  flippantly  of  two  hundred  or  flve  hundred  per  cent  dlscount.  Professor 
Fawcett,  in  his  "  Manual  of  Political  Economy,"  page  866,  says,  "  Mr.  Glad- 
■tone  bas  been  confident  in  his  belief  that  a  reduction  of  one  hundred  per  cent, 
in  the  price  of  inferior  French  wines,  will  cause  those  wines  to  be  purchased 
by  classes  of  society  in  this  country  who  have  never  before  purchased  them ; 
and,  thereföre,  the  consumption  will  increase  more  than  one  hundred  per 
cent."  Certainly,  Mr.  Gladstone  is  right  in  supposing  the  consumption  would 
be  increased  more  than  one  hundred  per  cent,  if  the  price  were  reduced  one 
hundred  per  cent ;  but  it  seems  almost  incredible  that  the  Chancellor  of  the 
Exchequer  could  have  used  the  expression  attributed  to  him.  The  fact  that 
Professor  Fawcett  himself  could  write  in  this  manner  shows  the  importance 
of  having  the  exaet  rceaning  of  the  term  "  discount "  deflned  and  determined. 
A  writer  in  one  of  the  most  respectable  magazines  in  New  York  lately  stated 
that  a  certain  commodity  "  had  fallen  six  hundred  per  cent."  Oecurrencea 
of  this  kind  are  frequent.  The  difficulty  in  the  case  seems  to  be,  that  discount 
and  premium  (or  advance)  are  confounded.  The  first  is  limited  to  one  hun- 
dred, the  latter  is  illimitable. 
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Suj  n  nmplinn  of  the  ÜBttod  StatSI  ;it  F lutt 

üm»\  1818,  to  lii»vc  beem  eighty  thouRuiul  ton»  prr 
unuiiuuütir]  tliüu  iimti  t  tue  a^atem  of  protection,  Wt> 

made  twenty  thouaa&d  tone*  Lmportuig  »in-  bala ; 

Hu  i(  \\;is,  riu  ii,  |>:iiii  iiutv  od  rixtj  fchotttaod  tons, 

!nn\  dollai  i *    *    $1,800,000 

Twi  nr\  tbotiaand  ton«  mftde,  ai  a  prtee  aatuuaad  by 

thirtv  dolltft 600,000 

TotaJ  eoha&oad  oo§J  to  (Im-  peopta*  •    •    ,    .    §2,400,000 

Now-,  ns  |be  irun-inasters  *ii*l  DOtget  more  thau  the 
rate  of  profite,  tha  autfca  six  bnudrod  thouaand  doUara  was 

to  the  euuntiy,  botfa  t<>  jienjile  atid  governmout.  Tlio 
sma»»r<»iii?  miliion  and  eighl  hundred  thouaand dollara  went 
Im  the  national  revmmo.  The  protection  of  iron  mst  fcWO 
millmn  :iinl  i'mir  Innidivi]  flmns;m«l  iliiliurs,  I In*  pOOpla  |»;iy- 
iug  a  tax  not  the  le**  cm  the  dumestie  tlimi  on  the  Foreign 
produci 

Bat  tlio  real  los»  to  the  comitry  was  mucli  .  be- 

CUUSO, 

8d,  Miuiv  wasti^tul  and  dfeaatroaa  experhnenta  were  mada< 

When  any  brauch  of  industry  grow*  up  naturally,  i\  com- 
raencca  upou  a  small  seaL\  and  is  cautiously  extamlud,  as 
fouud  profitable.  Ondar  u  forcad  ayatom,  ii.  is  quite  other- 
wIbo,     A  Hut y  <if  thii'ty  dollurs  a  ton  is  L&id  upou  irou, 

Pennsylvania  it>  lull  of  iron  ore  and  cool*     What  nrevonts 
her  froiu  inaking  a  vast  sum  hy  ii  ?     Has  shc  Bot  a  protoO* 

iinu  of  fifty  per  oentl  8o  averybody  reaeong;  sn  everybödy 
Qreal  eatabliahttiaiita  aw  atarted  at  once,  Thais  is 
iio  occaaion  longer  to  oonault  a'daptationa  of  character,  expe- 
rii'itcc  in  busine&B,  or  loeal  ecoaomy.  Succeaa  and  fortune 
an  ftecured  to  all  by  omnipotent  protection,  Meu  plunge 
headlmm  Lato  tlie  work,  if.  Lndeed,  they  suppose  it  to  be  any 
thjng  Bö  Bcrions  aa  work.  Merchaiite,  professional  men, 
fitnin-re,  meehaiiics,  all  are  aeized  w  ith  the  mania  of  irou- 
1 1 1  n  k  i  i  ig.  Large  i  von  works  are  hastily  and  ignorantly  got  up. 
*  ßesitlca  all  the  proftts  cimrged  on  the  duties  and  enliaiifcti  cüsI  of  the  iron. 
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Incompetent  heads  manage  them. 

Inexperienced  hands  work  in  them. 

Imperfect  iron  oomes  out  of  them. 

Inevitable  loss  attends  them. 

Insolvency  is  the  end  of  them. 

And  the  iron  interest  ciamors  loudly  and  successfully  for 
more  protection.  Fifty  per  cent  is  not  enough  for  the  people 
to  pay  extra  on  iron.  These  are  not  accidental  or  peculiar 
results,  but  natural  and  certain,  where  the  great  laws  of 
trade  and  the  even  course  of  production  are  disturbed. 

We  have  seen  these  marked  effects  of  protection  in  the 
protected  country.     How  of  the  excluded  country? 

Just  so  far  as  the  "  protection  "  is  adequate,  England 
cannot  send  us  iron.  What '  then  ?  So  much  of  her  iron 
trade  is  cut  off;  and  her  capital  and  industry  must  be  directed 
to  raising  wheat,  or  to  some  other  less  profitable,  productive, 
and  natural  employment.  A  part  of  it  is  forced  into  wheat- 
growing,  and  this  reduces  the  quantity  she  would  naturally 
require  of  American  wheat.  Her  industry  is  made  less  ad- 
vantageous ;  our  market  is  correspondingly  diminished.  So 
far  as  her  labor  cannot  find  employment,  it  must  emigrate, 
as  it  has  done  by  crowded  packet  lines,  to  Australia,  Canada, 
and  the  United  States. 

Which  country  will  be  most  injured  by  this  commerciqj 
warfare  ? 

We  answer,  decidedly,  the  protected,  because  England 
would  not  have  made,  on  the  iron  sent  us,  more,  say,  than 
ten  per  cent ;  while  we  make  a  clean  loss,  as  we  have  seen, 
of  some  thirty  or  forty  per  cent ;  that  is,  all  left  of  the  fifty 
per  cent  enhancement  of  price,  after  the  profits  of  the  Ameri- 
can manufacturer  are  deducted. 

But  it  may  be  urged,  that,  if  a  part  of  the  labor  of  the 
country  had  not  been  taken  from  agriculture,  its  products 
would  have  declined  in  value,  and  this  would  have  counter- 
balanced  what  was  lost  by  the  manufacture  of  iron.  This  is 
a  favorite  view  with  a  certain  class  of  minds.    There  are 
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niany  theorists  who  are  continually  foretelling  the  declinr 
of  priees,  and  general  starvatinn  ;  many  business  men,  who 
are  etpeoting  daily  to  cxhaust  the  marVotj  and  reaoh  thc 
llmit  <»f  their  industry  ;  many  hun.seholders,  who  dread 
the  diwippeiiranoj  uf  fuel  and  light  from  the  earth,  witli  un- 
uM  horrora  beeide.  «Such  peraons  are  nmeh  afraid  of  usiiig 
nature  iip. 

Tlio  market«  of  the  world  bcing  open  to  us,  all  our  Mir- 
plufl  jirnducta  would  remain  in  demaud*  Provision»,  espc- 
cially,  are  a  sort  of  "  legal  tender  "  thc  world  ovor  ;  and  there 
066B&S  to  be  no  mnuediate  oocaAOQ  to  autieipate  their  die 
There  is  uo  market  that  keeps  open  so  long  and  aurely  aa 
tibi«.  Thc  Eiiglisb  porta  were  wrested  from  the  monop 
uf  LM  ;iin,  bj  |  porwer  that  guvornnient  and  society  could  uot 
resistj  —  thc  power  of  iudignant  want»  The  miafortuue  of 
overdone  agricultural  producta  is  one  that  Btetamgn  may 
well  leave  to  their  sueeessors. 

But,  if  there  wer«:  nu  nther  marke  ts  open  but  those  at 
hoine,  there  would  be  a  oartiin  tendeney,  not  at  all  frightful 
in  its  vebenieuce,  to  a  decline  of  priees,  in  a  eountry  like 
ours  ;  ha-attite  an  agt-icultunil  peopiftj  under  favorable  cir- 
cumstauecs,  alwaya  produces  more  than  it  consunics,  and 
would,  sooikt  '.n'  latrr,  ereate  such  a  surplus  as  to  lower  the 
prioe*  Aduutting,  tlien,  all  that  is  dmincd  for  such  a  pos- 
sible  glutj  let  us  inquirc  into  the  results. 

joon  sjs  wheat,  to  take  it  an  thc  expunent  of  all  agricul- 
tund  producta,  bad  fallen  so  low  that  it  mim  red  as  many 
days1  work  to  get  a  ton  of  ifon  by  raising  wheat  as  liy  work- 
ing  thc  or*\  the  m&nnfacture  would  be  succeasfully  intro- 
duced.  That  is  preciaely  the  point  at  whioh  this  branch  6t 
industry  would  Legitimately  begm.  It  would  not  spring  up 
düddenly,  at  Borne  arbitrary  point,  but  grow  up  in  those 
places  where  the  natural  protection  was  most  feit,  and  facili- 
ües  für  produetion  were  greatest ;  for  instance,  in  a  r<- 
far  from  auy  considerable  market  >  where  iron  could  only  be 
obtaiued  by  long  and  expansive  tranaportatiou,  where  the 
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land  was  not  adapted  to  wheat,  but  where  ore,  coal,  and  lime 
were  plentiful.  It  would  extend  to  all  parts  of  the  country 
where  it  was  as  advantageous  as  whcat-growing.  The  busi- 
ness  would  be  introduced  without  any  disturbance  of  existing 
interests ;  without  wild,  extravagant,  and  wasteful  experi- 
ments.  It  would  be  a  natural  development  and  growth,  not 
an  arbitrary  creation.  It  would  feel  its  way  with  a  sense  as 
subtile  and  secure  as  that  with  which  the  plant  raises  itself 
into  a  world  of  big  trees  and  wild  tornadoes,  and  fierce,  rush- 
ing  life. 


CHAPTER  IV. 

THE  PALLACIES  OP  THE  PROTEKTIVE  THEORY. 

We  leave  now  the  illustrations  of  the  principles  of  protection, 
as  exhibited  in  the  manufacture  of  iron.  We  believe  we 
have  shown  the  unsoundness  of  all  that  political  philosophy 
which  proposes  to  Substitute  artificial  for  natural  laws,  in 
production.  But  thcre  still  remains  some  populär  argu- 
ments,  which  we  will  notice. 

Ist,  It  is  claimed  as  good  policy  to  protect  "  an  infant 
manufacture"  until  it  is  well  established,  because  it  will 
then  take  care  of  itself,  and  ultimately  confer  great  wealth 
on  the  country.     Of  this  it  may  be  said :  — 

(a)  There  is  no  assurance,  under  a  System  which  removes 
the  sole  test  of  usefulness  and  self-support  from  the  produc- 
tion of  a  people,  that  enterprises  will  not  spring  up  which 
never  will  come  to  maturity,  which  have  no  vital  force  of 
themselves,  which  exist  solely  by  reason  of  the  protection, 
and  will  never  become  remunerative.  If  good  enterprises, 
why  not  bad,  since  the  test  of  bad  or  good  has  been  with- 
drawn  ?  In  such  a  rankness  of  unnatural  growth,  it  is  far 
more  likely  that  weeds  will  be  produced  than  useful  plants. 
Thus  the  whole  industry  of  a  country  may  become  perverted 
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and  falrtifiüd  by  romoving  tho  j)rinciplo  of  cömpetition.  There 
will  bo  no  ruuHon  für  lioaltliful  industries  to  spring  up,  which 
will  not  uIho  givo  lifo  to  Buch  as  aro  weak,  tardy,  ephemeral ; 
to  such  as  aro  parasitio  und  exhausting. 

(/>)  Othor  things  asido,  the  desirabloncss  of  raising  .the 
44  Infant  n  will  dopend  vory  much  on  tho  lcngth  of  time  and 
total  cost  roquirod  to  bring  it  to  füll  ago  and  size.  There 
havo  boon  nations  that  ox|K)sed  sickly  and  unproinising  chil- 
dron,  holding  it  to  bo  ibr  tho  advantago  of  the  State  to  rear 
nouo  but  such  as  promisod  to  become  vigorous  and  useful 
nuunlKM'H  of  socio ty.  Religion  and  humanity  havo  changed. 
*his%  out  of  rospeot  for  tho  iniago  of  God  found  in  every  hu- 
man vreaturc  ;  and  now  tho  oripple  and  tho  idiot  are  reared 
tondorly  and  |>aticutly.  But  the  protoctive  policy  extends 
tho  samo  kiuduoss  and  forboaraneo  to  industry.  No  matter 
how  plainly  palsy,  serofula%  or  fatuity  may  appear  in  the 
form  or  foatutvs,  tho  Infant  is  suro  of  an  affectionato  sollet 
Uuh\  that  ouly  changos  to  bocomo  more  anxious  as  the  infiuit 
gots  punior  and  weaker. 

Frauco  protectod  ono  of  these  industrial  infants ;  i.e.,  the 
Uvt-sugar  culture.  Or.  Wayhuid  said  of  it,  in  1837,  "  The 
piv>ont  protection  costs  ono  million  and  four  hundred  thou- 
sand  pouuds  per  annum.  Suppose  this  to  eontiuue  for 
twouty  years,  it  will  amount  to  no  less  than  twenty-eight 
million  pounds  Sterling:  the  iuterest  of  which,  at  five  per 
cont,  will  bring,  at  two  and  a  half  pence  per  pQund,  oue 
huudred  and  tweuty-six  million  pounds  of  sugar,  or  nearly 
tho  whole  anuual  amount  of  sugar  now  cousumed  in  France." 
In  1&k>%  wo  caa  say  that  this  child.  boru  iu  the  early  pari 
of  the  great  Napoleon  V  career.  has  not  yet  become  strong 
euough  to  walk  aloue,  or  hardy  enough  to  take  the  air. 
Supposiug  au  equablc  anuual  cousumptiou  of  any  article»  it 
nxiuiree  but  common  schooi  artthuietie  to  show  that  a  pro- 
tection to  the  exteut  of  txtly  per  cent„  coutiuuing  for  eighteen 
ycank  woukl  amouut  to  a  suuu  which«  at  six  per  ceut  intern 
itet*  would  furubh  the  uauou  iu  that  article  to  the  ead  of 
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time,  without  cver  paying  any  thing  more  for  it.  A  child 
that  is  so  costly  to  bring  up  ought  to  make  a  very  useful 
man ;  wher^as  it  is  generally  true  that  such  children  have 
to  be  brought  up  three  or  four  times  over,  and  then  live  on 
the  poor-ratcs.  If  such  a  protection,  however,  were  to  be 
continued  only  eighteen  years,  and  the  necessity  for  it  then 
cease,  the  industry  having  become  self-supporting,  it  would 
yet  be  true  that  every  pound  would  have  two  prices,  added 
to  each  other :  one,  the  present  cost  of  making ;  the  other, 
interest  on  old  protection  equal  to  the  present  cost. 

In  fact,  iron  and  sugar  have  been  protected  in  this  country 
since  1816,  and  the  duties  still  continue.  And  all  for  what  ? 
Where  is  the  advantage  of  making  a  great  annual  sacrifice, 
for  a  long  time,  to  establish  an  industry  that  will  grow  up 
of  itself  as  soon  as  it  will  pay,  as  was  growing  up  slowly, 
but  successfully,  before  there  was  any  protection  ? 

(<j)  Finally,  no  sound  and  healthful  manufacture  needs 
protection  at  all.  The  phrase  "infancy"  is  entirely  soph- 
istical,  as  applied  to  any  branch  of  legitimate  industry. 
.Each  one  comes  full-grown  and  full-armed  into  lifo.  We 
do  not  mean  that  it  has  no  growth,  as  far  as  extension  is 
concerned.  It  certainly  does  go  on  from  town  to  town,  from 
State  to  State,  out  of  small  beginnings.  But  there  is  no 
infancy,  so  far  as  completeness  or  robustness  of  life  is  con- 
cerned. Suppose,  for  example,  that  there  was  but  one  man- 
ufacturer  of  iron  in  the  country,  and  he  produced  only  to  the 
amount  of  five  thousand  dollars  a  year.  Yet,  if  he  could 
bring  to  the  market  as  good  and  cheap  an  article  as  the 
foreigner,  he  would  be  none  the  worse  for  being  a  solitary 
producer  on  some  mountain  in  Pennsylvania.  The  secu- 
rity  of  any  manufacture  does  not  reside  in  the  number  of 
those  engaged,  but  in  its  power  to  meet  the  public  wants. 
However  few  may  be  employed,  however  humble  their  be- 
ginnings, they  stand  simply  in  their  ability  to  seil  a  good 
article  at  a  reasonable  price,  and  are  as  strong  in  this  as 
ever  was  the  proudest  guild  of  London. 
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Of  course,  thero  is  a  period  in  every  enterprise  when  alt 
is  expcrimont  and  outlay.  But  capital  is  always  ready  and 
able  to  meet  the  necessity.  It  l>elongs  to  capital  to  do  this ; 
lbr  it  gets  the  remunoration  of  it  when  the  yield  begins. 

There  is  a  remarkable  conllrmatiou  of  the  truth  of  these 
reinarks  in  the  history  of  the  boot  and  shoe  manufactures  of 
the  United  States.  They  never  asked  for  protection ;  never 
received  any  notice  in  all  the  conflicts  for  increased  tarifis. 
The  trade  grew  up  naturally,  steadily,  and  profitably,  from 
the  first ;  increasing  gradually,  with  the  growth  of  the  coun- 
try«  until,  at  the  present  tune,  it  is  not  only  the  largest,  bat 
one  of  the  most  profitable  branehes  of  nianufacturing  indus- 
try.  In  Massachusetts  alone,  this  nianufacture  extends  to 
over  fiftv  millions  of  dollars  annually,  and  is  by  far  the  most 
advantagcous  brauch  of  industry  in  the  State. 

There  is  another  populär  arguiuent  for  protection. 

2d,  lt  is  elaimed  that  we  ought  to  protect  our  labor  against 
the  pauper  labor  of  Europe. 

Poes  a  restrictivc  taritV  do  this  ?  Poes  it  prevent  the 
laborers  of  Europe  from  entering  into  eouipetition  with  ours  ?. 
Does  it  not,  in  faet,  bring  them  to  our  very  doors  ? 

For  fifty  years  prior  to  the  date  of  the  first  ünportant  tar- 
itf,  viz.  l>li>%  thcre  was  uo  ünmigration  of  any  consequence. 
Nxm  after  this,  we  bcgan  to  attract  skülcd  workmen.  Some 
wcre  exprvs^ly  hirvd  to  eoine  over  to  teaeh  us  how  to  spin, 
weaw,  ie,  As  we  raisod  the  tarirT  and  incrvased  nianu- 
facsurcs.  the  eurrvnt  increased4  nntil  it  has  inundated  the 
c*>uu:ry.     All  Europe  pours  in  its  starved  labor  upoa  us, 

Wha;  k;:\d  of  labor  naturally  eniigr&tes?  The  pooresi» 
fcyauso  the  bester  by  ehanuner  and  eapaeity  caa  protect 
i^elf  longer  at  home-  Ai\  employer  does  not  tum  his  good 
men  o:F  rirs;. 

Why  so  larg^  a  proportioa  of  Irish  !  Rvau*^  iheire  is 
the  cheajvs;  »alvr :  ;he  nrst  ihrowu  out  in  a:»y  reduction. 
Tbe  üde,  ockv  lu^ed  i;:vu  us,  kept  swell:»*,  tili  our  narioo- 
aiirr  is  ai2>:t£  in  dispute.    This  iniaieaso  ixnaiigratiou  lieber 
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came  here  in  obedience  to  natural  laws,  but  to  the  legisla- 
tion  of  Congress.  Instead  of  protecting  American  labor 
against  the  pauper  labor  of  Europe,  we  have  brouglit  that 
labor  here  to  meet  the  American  Citizen  face  to  face,  on  a 
perfect  level,  with  equal  civil  rights,  and  have  given  to  him 
the  advautage  of  our  immense  landed  capital.  Whether  this 
is  good  state  policy ;  whether  a  forced  immigration,  in  such 
vast  numbers  as  to  prevent  an  easy  and  natural  assimilation 
with  the  native  populatiön,  is  desirable  or  not, — it  is  not  our 
province  to  discuss.  That  is  a  political  question.  It  only 
belongs  to  us  to  show  that  no  protection  has  been  given  to 
American  labor. 

3d,  It  has  been  gravely  said,  that  the  general  average  of 
all  profits  is  raised  by  a  protective  policy. 

If  true,  this  is  a  valuable  discovery.  It  affords  the  easiest 
known  method  of  making  everybody  rieh  at  once,  and  with- 
out  effort.  Government  has  only  to  place  sufficient  restric- 
tions  on  trade  to  carry  up  profits  to  one  hundred  per  cent ; 
and,  when  all  trade  has  ceased,  everybody's  profits  will  be 
immense ! 

The  folly  of  such  assertions  is  too  apparent  to  justify  any 
.  considerable  notice. 

Where  are  the  enhanced  profits  to  come  from  ?  Out  of 
the  diminished  produetion  ?  Is  the  whole  lessened,  and 
every  part  increased?  So  far  as  protection  creates  a  mo- 
nopoly  at  the  expense  of  the  public,  ifmay,  for  a  wliile,  add 
to  the  profits  of  an  individual  or  a  class,  but  only  by  taxing 
other  industries  for  the  purpose. 

4th,  But  it  is  urged,  leaving  mere  argument,  do  we  not 
krww  that  protection  especially  develops  manufactures  ?  and 
are  not  manufacturing  countries  found  to  be,  in  fact,  richer 
than  those  which  are  more  exclusively  agricultural  ?  Both 
propositions  are  true  in  an  isolated  form. 

Other  things  equal,  in  a  normal  state  of  things,  manufac- 
turing communities  are  older  than  agricultural,  and,  of 
course,  have  much  greater  aecumulated  wealth.     England 
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is  older  and  richor  than  the  United  States ;  Massachusetts 
than  Ohio.  Manufactures  arise  because  a  people  have  a  dense 
population.  alumdant  capital,  and  great  industrial  activity. 
Under  such  eircunistanccs,  great  wealth  will  be  created,  be- 
cause  these  are  the  fit  conditions  of  creating  wealth.  Such 
creations  are  natural. 

It  is,  without  question,  true,  that  in  an  equal  manufao- 
turing  population  will  be  found  a  greater  accumulation  of 
wealth.  One  important  reason  of  this  is,  that  a  larger 
share  of  the  population  are  engaged  in  production,  and  a 
larger  aniount  of  capital  is  employed.  Women  and  chil- 
dren,  who  could  earn  but  little  in  agpcultural  labors,  can 
earn  much  in  manufacturiug.  This  is  one  of  the  most 
striking  results  of  a  dirisiou  of  labor,  as  we  have  already 
shown.  As  we  carry  ou  agriculture,  women  and  children 
do  little.  though  in  Continental  Europe  they  do  much. 
Agriculture.  too,  can  be  performed  önly  in  certaiu  portioos 
of  the  year.  Manufacturing  need  never  stop,  summer  or 
winter,  cold  or  hot,  fair  or  foul.  This  makes  a  wonderftd 
diflerenee. 

All  these,  however.  are  economical  advantages,  which 
manufacturing  communities  have.  when  properly  constituted- 
and  employed.  These  are  reasons  which  may  induce  such 
iiulustry ;  never  reasons  why  it  should  be  compeUed.  I£ 
with  so  great  a  superiority.  nianufactures  do  not  arise 
freely  and  support  themselves  fully.  it  becomes  a  double 
argument  for  not  forcing  theni.  lf  such  advantage  will  not 
secure  free  nianufaeturing.  it  is  certain  that  compulsoiy 
manufacturing  will  not  secure  these  advantages.  without 
the  sacrilice  of  other  interests. 

ßut  all  this  argument  in  favor  of  manufactures«  and 
these  antieipadous  of  agricultural  gluu  come  out  of  a  faLse 
idea  of  what  are  the  natural  relations  of  these  two  great 
branches  of  labor.  Granted,  that  manufactures  are  a 
desirabte  form  of  national  industry,  give  a  go«xL  market  for 
the  produce  of  the  farm  and  the  mine,  and  help  buüd  up 
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the  common  wealth ;  yet  it  is  not  necessary  to  bring  them 
on  by  a  forcing  process,  for  they  come  of  themselves  as 
Boon  as  profitable.  We  have  already  shown  (page  86) 
that  certain  large  classes  of  manufactured  producta  receive 
such  a  natural  or  local  protection  as  insures  their  home 
growth.  But  there  are  other  classes  which  have  an  encour- 
agement  even  more  liberal.  There  is  a  principle  always 
operating  to  bring  manufactures  out,  on  every  part  of  the 
earth's  surface.  It  is  the  impossibility  of  carrying  on  cer- 
tain branches  anywhere  but  at  the  place  whcre  the  article 
is  *wanted.  The  survey,  grading,  and  construction  of  rail- 
roads  and  canals,  forming  as  they  do  an  immense  portion  of 
the  public  industry,  cannot  be  brought  witliin  the  purview 
of  the  custom-house.  They  are  necessarily  confined  to  the 
field  in  which  these  means  of  transport  are  to  be  used. 
These  may  stand  as  examples  of  a  vast  class  of  industry, 
which  arises  indifferently  to  protection.  So  all  tinkering, 
patching,  and  repairing,  great  or  small,  must  be  done  on 
the  spot.  A  glance  at  any  village,  no  matter  how  intimate 
its  connection  with  some  centre  of  trade,  will  show  how 
large  a  share»  of  its  labor,  other  than  agricultural,  is  em- 
ployed  in  its  local  work ;  so  that,  one  way  and  another, 
these  classes  of  manufacturing  interests,  which  inevitably 
come  to  the  Community  without  help  of  law,  form  a  very 
considerable  part  of  the  whole. 

The  value  of  manufactured  articles*  imported,  for  the  four 
years  preceding  the  war  of  the  Rebellion,  ranged  from  one 
hundred  and  fifty  to  two  hundred  millions  a  year ;  while 
the  authorities  of  the  treasury  and  of  the  census  esti- 
mate  the  value  of  home  manufactures  at  not  less  than  one 
thousand  millions  a  year,  for  the  same  period.  Such 
comparisons  are  necessarily  crude;  but  it  would  be  far 
within  bounds  to  say  that  four-fifths  of  all  the  prexent 
comumption  of  manufactures  would  be  mpplied  by  our  na- 
tional industry)  irrespective  qf  protection.  All  the  matter, 
tlien,  comes  to  this :   Shall  we  impose  heavy  duties  to  force 
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labor  and  capital  iuto  such  Channels  as  sliall  provida,  at 
great  expense,  the  remaining  fifth  of  thc  nmnufactun 
consume  ? 

5th,  Perbans  the  raost  populär  plea  of  all  for  protection 
looks  to  M  the  dcvclopmcnt  of  our  natural  rcsources."  This 
do68  not  propose  to  uusreiflfl  the  gross  or  riet  product  of 
national  imJustry,  does  not  assume  or  assert  that  the  labor 
and  capital  of  the  countxy  are  not  well  employed  at  prftßent ; 
bat  it,  ranembers  thc  great  miner al  and  metallic  wealth  we 
have  yet  hidden  in  the  Middle  States  and  the  West,  and  it 
sighs  for  the  thought  of  their  uaelessness.  It  regards  as 
of  no  consequence  the  fact  that  digging  or  workiug  the 
<iivs  will  iioi  pay,  It  can  only  exelaim,  "  Wliat  a  pity  that 
such  great  advantage  ghould  be  unimproved ! M  These 
reasoners  would  call  lahor  off  from  the  rieh  fields  of  agri- 
culturc,  from  uo  other  motive  than  a  desiro  to  see  our 
woudorful  mineral  treusures  developed. 

The  auswer  to  this  species  of  patriotism  may  be  very 

short.     Sin.-.>  Natur«  ba&  taken  ihmisüiids  of  years  to  form 

oros  and  störe  these  min  es,  man  can  at  least  take 

titiM!  rnnugh  Co  wait  tili  it  will  pay  to  dig  them.     It  may 

tu  Borne  a  pity  they  should  remaiii  Underground  ;  but 

Lusr  of  Q*e  inislbrtuuo  resides  in  the  fact  that  we 

have  not  population  enough  to  Bettle  densely  one-tenth  of 

our  territory.     It  ia  a  misfortune  that  will  eure  itself  as  our 

Dttmbera  Lncrüftse.     We  ean  eertainly  afiford  to  leuve  for 

future  generattiona  wbat  wo  cannot  afford  to  take  for  our- 

gekes. 


CHAPTER  V. 

protection    (coneluded), 

satd  that  legal  protection  may  be  imposed  from 
5  or  more  of  four  general  reaeon 

dlscussed  the  first  two;  viz., — 
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To  raise  a  revenue. 

To  encourage  the  growth  of  certain  commodities  at  home. 

We  now  como  to  the  remaiiiing  reasons,  which  will  de- 
mand  but  little  attention,  as  thcir  prifl0%les  bave  already 
been  developed. 

To  support  existing  manufactures. 

Here  we  leave  the  expediency  of  founding  special  indus- 
tries  by  a  System  of  protection,  and  confine  ourselves  to  the 
question,  whether,  such  industries  having  been  begun  and 
developed  under  high  tariffs,  capital  having  become  so 
engaged,  labor  having  become  so  employed,  it  is  not  neces- 
sary  to  continue  the  protection. 

So  far  as  this  acknowledges  a  moral  Obligation  on  the 
government  to  save  from  loss  those  who  have  followed 
the  guidance  of  its  laws,  it  is  a  question  for  the  statesman. 
But  the  economist  can  urge,  that,  if  the  bürden  of  such 
bad  investments  must  be  borne  by  the  public,  it  would  be 
preferable  to  have  it  assumed  in  the  shape  of  direct  relief 
to  the  manufacturers,  rather  than  by  a  System  which  is 
sure  to  multiply  such  unfortunate  enterprises,  and  perpet- 
uate  their  wcakness.  That  great  caution  and  forbearance 
are  necessary,  in  removing  even  a  false  institution,  is  not  a 
maxim  which  economy  has  to  teach  politics. 

And  here  we  come  face  to  face  with  the  great  practical 
difficulty  of  protection  in  our  country ;  that  which,  if  all 
its  principles  were  triumphantly  proved  in  general  reason- 
ing,  should  still  throw  it  out  of  our  legislation.  If  it  were 
proved  harmless,  if  it  were  proved  beneficial,  there  is  a 
strong  reason  against  ever  attempting  to  realize  it  here. 
That  difficulty  resides  in  the  varying  politics  of  our  coun- 
try. Injurious  as  protection  is  to  the  best  interests  of  the 
country,  any  System  of  it,  however  severe,  would  be  prefer- 
able to  the  "  open-and-shut "  policy,  absolutoly  unavoidable 
in  a  government  like  ours.  It  is  not  within  tfic  bounds  of 
reason  to  suppose  that  the  alternate  successes  of  parties 
will  not  continue  to  convulse  our  national  legislation ;  and 
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therefcre  it  i$  wirb  cmphasis  true,  that  a  <  tl  system 

nl"  protection  is  only  postsihlc  in  u  govermurut  with  g 
conaervativr  force  and  great  central  powors.     A  reprenenV 
ativo  body,  omhrafttyg  the  most  oppositc  ittteresta, 
by  such  influences  and  intrigues   as  uoturioiisly  poäseqa 
such  hu  Organization,  and  changed  La  all  ita  parta  every 
few  yoarst  is  not  the  placo  in  which  to  ailjiiöt  accuj 
and  dUpaasiooatelj  thä  ^eanomical  parte  of  a  nation»  and 
distribute  tho  ngeueies  of  prodnetiou. 

It  is  nur  fl'licity,  fcfc&t  nur  röll-bfcing  (bei  Bot  dfipQBll 

meti  eomnaete)  but  that  great  Nanue  hu  fixed  tho  Coreaa 

of  iudtist j*y  in  petfeet  harmony*  and  to  tho  PGtQftt  beuofi- 
i'ini  encbi 

To  securo  oanmcmal  indepc-iidciico,  Triie  comraemal 
iiid<'[n'mli moe  ia  attainod  by  any  uatkm,  when  ha  natural 

n  s n's  aro  so  dov&lopftd   and  cuUivab'd  Ihaf   il  bdOOBOtt 

a  power  in  tho  world,  can  eoinmand  the  prodaota  of  the 
imlustry  of  cvery  climc,  bo cause  it  can  furuiäh  that  which 
all  utbors  wiiuL  This  is  imlcpciiilrnce  in  commerce  !n- 
dopendencc  of  commerce  is  the  iudependenee  of  the  savage» 
er  nf  iti!  <l  oountriat,     To  assuuio  that  such  indo* 

pOndenOti  ofaU  mutual  lndpfuluess  is  desirable,  outrage»  tho 
carliist  Bdoae  of  himiaiiity. 

Kai  it  i-  i  that  such  a  Separation  front  all  offi 

tit  kindnesß  is  neegeßary  to  probtet  a&tiooa  in  war* 

Bo  iar  ns  tho  statc  nrges  tho  elaiins  of  its  owa  safoty, 
tbe  principle»  of  economic  BotaciOG  mnst  bo  silenL  But 
tbis  iutorferenoe  with  the  luws  of  value,  for  the  presr*rvar 
tion  of  the  national  lifo,  must  bo  strictly  Htnitad  to  the 
absolute  aoeossitiaa  of  war. 

Tbere  are  many  reasons  to  suppose,  that  tbis  iuterferenoe 
is  rarely,  if  evor,  neeessary,  Thore  are  very  few  states 
which  could  not,  011  oeeasiou,  supply  in  an  Lheir  own  soll 
UM  tneans  of  warfare.  It  would  be  niuch  better  that  naüons 
should,  by  antieipation,  secure  froin  abroad  a  sufficieut 
amount  of  mattrial,  thau  by   indirect  efibrtö  diütürt  1h<  ir 
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industry  to  an  extent  many  times  greater  than  would  be 
involved  in  obtaining  beforehand,  by  commerce,  whatever 
might  be  necessary. 

But  finally  and  decisively,  if  *it  is  alleged,  under  any  cir- 
cumstances,  to  be  essWtial  that  a  nation  should  possess 
within  itself  the  means  of  war,  tfe  answer  that  it  should 
undertake  the  manufacture  by  a  special  government  agency, 
not  by  changing  the  entire  industry  of  a  pcople  to  produee 
this  as  an  incidental  rcsult.  Such  is,  in  fact,  the  procedure 
of  most,  if  not  all,  civilized  nations,  and  leaves  no  force 
in  the  plea  for  national  independence.  But  the  argument 
for  protection  from  the  necessities  of  war  has  almost  dis-  • 
appeared  in  the  intenser  light  of  our  growing  civilization. 
The  independence  of  each  nation  in  commerce,  existing 
harmoniously  with  its  dependence  on  commerce,  forma 
the  best  hope  of  peace  and  tranquillity  for  the  future.  It 
may  be  safely  assumed,  that  the  probabilities  of  war  be- 
tween  any  two  peoples  are  inversely  as  their  commercial 
relations.  The  great  reason  against  war,  in  the  present 
age,  is  not  the  expensc  of  maintaining  armies,  nor  the  de- 
struction  of  life,  but  the  interruption  of  trade.  This  not 
only  puts  peacemakers  in  the  Councils  at  home,  but  makes 
all  nations  mediators  between  the  parties  at  variance. 

The  intercourse  between  the  United  States  and  Austria 
is  but  trifling.  A  little  fire  would  kindle  great  strife  be- 
tween these  two  peoples.  There  would  be  no  great  motive 
to  forbear  and  adjust  the  occasions  of  dispute.  The  United 
States  and  England,  on  the  other  band,  have  a  yearly  trade 
of  four  hundred  and  fifty.  millions  of  dollars,  which  inter- 
poses  itself  between  the  nations,  however.  angry,  a  great 
Standing  policy  of  peace. 

All  general  economic  principles  urge  the  extinction  of 
war.  All  special  economical  interdependences  postpone 
and  weaken  the  provocations  of  war.  Resting  on  this  prin- 
ciple,  we  shall  find  nothing  good  in  the  scheine  of  making 
nations  independent,  that  they  may  the  better  fight.    We 
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shall  recognize  commerce  as  the  great  bond  of  human 
brotherhood. 

But.  after  all  argument  has  been  closed  on  the  principles 
of  protection,  we  still  find  one  plea  reniaining.  If  freedom 
of  intercourse,  it  is  said,  were  only  universal,  it  would  be 
well ;  but.  since  it  is  nor.  each  nation  must  protect  itself, 
and  do  as  it  is  done  by. 

Let  us  suppose  that  England  refuses  to  take  our  wheat, 
Would  that  be  a  good  reason  whv  we  should  not  take  iron 
from  her,  if  we  get  it  so.  cheaper  than  by  making  it  ?  We 
have  already  shown  that  the  protected  suffers  more  than 
the  excluded  Community.  If  England  should  exclude  our 
wheat.  whom  would  she  injure?  Ourselves  somewhat.  that 
is,  to  the  extent  of  the  profits  we  should  have  made ;  her- 
seif still  more,  that  is,  to  the  extent  of  the  rastlv  enhanced 
cost  of  the  grain.  If,  in  retaliation,  we  exclude  her  iron, 
whom  do  we  injure  ?    Her  somewhat ;  ourselves  much  more. 

Let  us  examine  more  in  detail  the  consequences  of  our 
exclusiou  from  foreign  ix)rts.  If  partial,  we  could  still,  by 
selling  our  wheat.  get  iron  cheaper  than  by  making  it. 

If  total,  the  closing  of  our  markets  for  wheat  could  turn 
our  industry  towards  other  forms  of  produetion.  Tliis 
would  constitute  one  of  the  couditions  under  which  manu- 
factures  would  legitimately  arise;  and  it  would  be  more 
sensible  and  healthful  than  if  it  came  as  the  result  of  our 
own  restrictive  legislation. 

Tlie  füll  consequences  of  the  policy  of  retaliation  would 
be,  each  people  refusing  to  reeeive  the  produets  of  others, 
trade  annihilated,  industry  crippled,  all  nations  isolated, 
with  no  mutual.  interest  but  robl>ery  and  plunder. 

We  have  said,  that  England,  by  imposing  a  duty,  say  of 
fifty  per  cent,  on  our  wheat,  would  injure  us  to  the  extent 
of  our  possible  profits,  and  herself  to  the  extent  of  the 
enhanced  cost  of  the  grain.  On  a  closer  inquiry,  we  shall 
see  that  the  injury  to  ourselves  is  compensated  in  part ;  that 
to  herself  is  aggravated. 
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The  consequeixce  of  such  a  duty  would  be,  that  the  con- 
sumption  would  fall  off  in  some  degree.  Her  poor  would 
subsist  more  on  potatoes,  or  other  articles  cheapcr  than 
flour.  But,  notwithstanding  these  shifts,  it  would  be  found 
that  it  cost  her  laboring  population  more  to  live,  even 
though  they  lived  more  meanly.  Their  wages  must  be 
raised:  this  is  certain.  All  taxes  laid  on  commodities 
which  the  laborer  must  use  have  the  effect  to  reduce  the 
quantity  or  quality  of  his  food  to  a  certain  point ;  but  he 
must  livej  and  his  wages  must  be  raised  to  enable  him  to 
do  so  with  the  cnhanced  price  of  wheat.  This  would  make 
it  more  expensive  for  England  to  manufacture  her  goods, 
and  would,  in  part,  so  far  reduce  her  ability  to  compete  in 
the  markets  of  the  world.  By  such  a  policy,  she  would 
weakcn  her  own  industry,  and  to  a  degree  exclude  herseif 
from  commerce.  This  would  afford  another  condition 
under  which  manufactures  would  legitimately  arise  in  this 
country,  whose  wheat  was  excluded. 

That  this  is  no  impossible  supposition,  will  be  evidenced 
by  the  condition  of  England  before  the  repeal  of  the  com 
laws.  The  movement  in  favor  of  that  great  measure  origi» 
nated  in  Manchester,  and  was  carried,  against  the  nobility 
and  the  landed  interest,  by  the  resolute  efforts  of  the  manu- 
facturing  class. 

What  advantage  is  there  in  rcfusing  to  buy  of  a  nation 
because  it  refuses  to  buy  of  us?  It  is  retaliation  and 
revenge,  not  self-defence  or  self-vindication.  The  first 
historical  instance  of  such  retaliatory  legislation  is  the 
establishment,  by  the  Venetians,  of  customs  duties,  to  de- 
prive  foreigners  of  the  benefit  of  their  trade  ;  in  return  for 
which,  Charles  V.  imposed  twenty  per  cent  duty  on  all 
Venetian  merchandise.  The  most  wise  and  useful  econom- 
ical  act  of  this  Century  was  thät  by  which,  by  the  exertions 
of  Mr.  Cobden,  England  and  France,  so  long  contending 
only  in  exclusions  and  mutual  injuries,  threw  open  their 
ports  to  the  free  entry  of  hundreds  of  articles,  to  the  com- 
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uion  bcnefit  of  both,  and  to  tlie  advaneoment  of  good  feoliüg 
and  hearty  altianee  :    u  metisurts,  lhat,  between   tlie 

ls.v.i  and  l^ti^s  iuervascd  )*y  aeTenty-three  I  iiLl. 

trade  <>!'  Grünt   liritnin  with  France,  while  pruving  110  Icag 
beneücial  to  the  labor  of  the  latter  countn  '. 

We  infer,  from  all  ihut  liaa  preoedftd,  tliat  "  \  aHto 

:in  unfortunate  oxpreenioiii    To  restrid  industry,  to  put  riie 
bad  011  tlic  bvol  öf  Übe  good9to  remove  from  iiiduatrj  ita 
oaly  guara&ty  of  a  ihll  reward,  k>  contract  trade  and 
tralizc  tlie  gifts*  of  Xature,  is  not  protection,  in  any  p 
senae  of  the  ward. 

In  oottdaaloo  of  Ibe  subjeet,  U  may  be  proper  to  allude 
to  the  great  natural  eliaracterktics  of  our  national  ludst 
try.  '  Mint  the  important  faefe  of  mir  condition  ii 

qnalled  ujiräcnltnral  power,    Possessing  such  au  odwu- 
,  with  an  activc,enlighteiied,  and  enterprising  popul 
and  au  industry  perfectly  imtrammolled,  wo  should  nat. 
beconie  the  granary  of  the  worid,  and  ereate,  m 
consequenee,  the  inost  extensive  and  powerful  comm 
and  uaval  manne  on  the  globe.     We  should  aecure,  b 
and  laud,  a  great it  power  to  give  belp  to  friends,  or  hurt  i<> 
foet|  UULfi  auy  other  pcimle,  and  ehould  rapidly  attaiu  (NU 
best  nat  im  ml  condition, 

Wq  should  have,  not  only  tlie  most  profi  table*  but  tlie  moet 
salntary  indnstry,  aa  nmu-aMe  to  the  acquisition  of  nalim- 
wealth  aa  to  a  öuund  jflrysical  developmcut  and  high 
mural  culhiro*  We  ahould  have  manufactures,  alau,  in  theii 
apouta&eotii  growth,  They  would  arise —  they  were  arifioi 
previous  to  any  tariff —  as  fast  as  the  best  inte  res  ts  of  ih 
OOnntry  required  them. 

State«  and  sections,  like  New  England,  would  naturull> 
and  pmfituhly  uiidertake  manufactures,  beeause  they  li 
tluiuier  boü,  a  denser  population,  and  a  larger  capital  reL» 
tivcly,  than  others.  Such  rrgions  would  he  the  worküilio; 
of  the  oation,  wliile  the  prairies  of  the  West  and  Ihe  ri< 
uplands  of  the  iliddle. States  would  bo  the  uation'B  farms 
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What  manufactures  arise  of  themselves  should  be  weU 
comed,  for  they  come  in  obedience  to  natural  laws ;  they  are 
founded  011  extraordinary  facilities,  on  high  natural  protec- 
tion, on  local  necessities.  But  we  bind  the  swelling  thews 
of  the  youth  when  we  endeavor  to  force  on  America  the 
industry  of  Europe.  We  grow  enough  every  year  to  cover 
some  of  the  kingdoms  of  the  old  world.  Every  year's 
growth  Stretches  over  and  appropriates  some  country,  fer- 
tile  as  the  plains  of  the  Nile,  and  bearing  every  manner  of 
precious  or  useful  ore.  Hero  is  our  destiny.  This  is  our 
wealth. 

It  cannot  be  too  oftcn  repeated,  bccause  it  is  the  great 
fect  in  regard  to  manufactures,  that  they  only  need  to  be 
"let  alone."  When  a  distinguished  Prcnch  minister  of 
finance  callcd  the  manufacturers  of  that  country  to  Paris, 
and  asked  what  he  could  do  for  them,  they  made  the  well- 
known  answer,  "Laissez  nous  faire."  It  is  within  our 
personal  knowledge,  that,  when  the  proposal  was  made  to 
impose  the  protective  tariff  of  1816,  the  leading  manufac- 
tures of  Rhode  Island,  amongst  whom  was  the  late  Mr. 
Slater,  the  father  of  cotton-spinning  in  this  country,  met  at 
the  counting-room  of  one  of  their  number,  and,  after  delib- 
erate  consultation  upon  the  matter,  came  unanimously  to 
the  conclusion,  that  they  had  "  rather  be  let  alone."  Their 
business  had  grown  up  naturally,  and  succeeded  well ;  and 
they  feit  confident  of  its  continued  prosperity,  if  uninter- 
fered  with  by  government.  On  the  other  hand,  they  argued, 
that,  by  laying  a  protective  tariff,  the  business  would  be 
thrown  out  of  its  natural  Channels,  and  become  fluctuating 
and  uncertain.  How  well  founded  were  these  anticipations 
subsequent  evonts  have  fully  shown. 

It  will,  doubtless,  be  a  matter  of  profound  astonishment 
to  the  future  historian,  that  a  people  who  had  a  free  and 
untrammelled  industry,  with  natural  advantages  for  the 
most  productive  agriculture  in  the  world  and  for  the  legiti- 
mate  growth  of  every  kind  of  manufacture,  should  ever 
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have  asked  for  restrictions  upon  trade.  But,  in  truth,  they 
did  not  ask  for  protection  at  the  outset«  It  was  forced 
upon  thetn  by  politicians*  irrespcctive  of  their  wishcs,  for 
the  avowed  purposc  uf  seeuriug  a  liome  market  for  ootton* 

All  New  England  was  opposed  to  tlie  policy^  and  pro- 
tested  agaüist  it ;  yet  it  was  carried«  Special  forma  of 
inanufacturing  were  brought  into  existeuce;  and,  as  these 
were  siekly  and  needed  all  the  help  they  eould  obtain  from 
govoniiueut*  an  interested  party  was  formed  whieh  clani- 
ored  iüeessantly  for  protection.  Yet  it  was  not  until  the 
third  tariff,  that  of  1854,  had  gonc  into  Operation,  that  the 
Northern  and  Central  States  becaniö  the  partisans  of  pro- 
tection. As  New  England  was  the  last  to  asseut  to  restrio- 
tive*  legialatiuii,  so  she  will  undoubtedly  be  the  first  to  ask 
for  its  abandonment.  No  poUey  could  be  moro  adverse  to 
bei  permanent  interests*  She  has  great  natural  advantages 
for  nianuiacturing.  Witli  these,  she  can  carry  fchem  on 
ssfully.  By  high  proteetive  duties,  other  sections  of 
the  country,  not  having  the  same  natural  advantages,  will 
be  led  to  introducc  the  same  brauehes  of  industry;*  and  she 
will  lind  her  severest  ijoinpotition  at  hörne  ;  while  all  parte 
of  tlie  uation  will  be  erippled  by  a  false  System,  equally 
feinst  the  laws  of  uaturc  and  value ;  siuee  protection,  aa 

vioualy  ahowa,  put»  the  bad  on  the  level  with  the  guud, 
and  destroys  all  natural  tests  of  uacfuluess  in  produetion. 
It  sbould  ulways  he  burne  in  niind,  that  proteetive  duties 
must  be  high  enough  to  euable  the  home  uiauufacturer  to 
get,  at  least,  average  pronts ;  that  is,  such  proiits  as  com- 
modities  in  geuerai  afford.  He  will  not  make  broadcloth 
anlese  it  is  as  profitable  an  auy  other' brauch  of  trade,  manu- 
facture,  or  agriculture.  NoÜiing  short  of  this  is  protection; 
and  the  duties  must  be  carried  upwards,  until  they  arrive 
at  that  peint  in  whieh  those  who  are  manufacturing  &> 
jp&sU$t  disadvantagi  can  make  average  pronts ;  otherwise 
there  will  be  a  call  for  higher  duties,     This  ia  one  of  the 

•  This  ia  already  becoming  quite  apparent. 
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practical  difficulties  of  protection,  The  higher  the  duties 
imposed,  the  greater  will  be  the  rush  into  the  protected 
brauch  of  industry ;  and  none  will  be  satisfied  until  they 
make  the  business  profitable,  however  imjferfecüy  con- 
ducted.  Hence  there  will  be  a  constant  call  for  increased 
duties.  Witncss  the  history  of  protection  in  the  United 
States,  —  a  tariff  in  1816,  a  higher  one  in  1820,  higher  yet 
in  1824,  still  higher  in  1828,  with  continued  changes  from 
that  time  to  this. 


CHARTER   VI. 

BALANCE    OP    TRADE. 

What  is  meant  by  the  balance  of  trade  ? 

An  actual  balance  of  trade  is  the  difference  between  the 
amount  of  values  exported  and  the  amount  of  values  import- 
ed.  This  seems  a  very  simple  proposition ;  yet  the  question 
is  one  of  great  complexity,  from  the  fact  that  it  is  difficult 
to  determine  with  certainty  whether  the  exports  of  a  nation 
do  or  do  not  actually  equal  the  imports.  Superficial  ob- 
servers  resort  to  the  financial  returns  made  to  the  govern- 
ment ;  and  finding,  for  example,  that  the  imports  of  1854 
amounted  to  $304,562,381,  while  the  exports  were  but 
$278,241,064,  leaving  a  difference  of  $24,321,317,  they  has- 
tily  conclude  that  the  balance  of  trade  was  against  this 
country  to  that  amount.  Such  a  conclusion  would  not 
have  a  sufficient  foundation. 

To  understand  this  subject,  we  must  notice  that  the 
exports  are  stated  at  their  value  at  our  own  custom-houses, 
while  the  amount  imported  is  stated  at  the  value  in  foreign 
countries.*  If  we  suppose  the  amount  exported  in  1854 
was  on  American  account,  and  paid  a  profit  of  only  nine 

*  Besides,  exports  are  estimated  at  currency  prices;  imports,  in  gold 
ralues,  —  a  very  wide  difference  under  a  depreciated  currency. 
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prr  cem  oü  üj*  eu&Vsin-houee  ralnatioiu  we  shaD  find  (hat  it 
will  amouiit  to  $20-321.317.  a  sum  larger  than  tfae  aseamed 
h*bax<?: ;  and,  if  so,  the  commodities  exported  actually 
paid  for  the  «juount  imported,  and  the  suppased  an&Tor- 
aMe  halauee  i*  aunihilatecL  As  the  goods  exported  sImmM 
feil  for  eiiough  abroad,  and  as  they  do  generali?  seil  for 
euough  to  pay  all  charges  of  freigbt,  insuranoe,  Ac,  with 
reusoi  iaMe  coiiixuiätfious,  say  in  all  fifteen  per  cent.  we  may 
ju*tly  infer  Üiat  there  was,  in  fact,  a  balanee  in  faror  of  this 
country  in  IVA.  But  the  question  whether  there  was  or 
waa  not  an  actual  balanee  that  year  can  only  be  determined 
by  a*certaiiiing  whether  our  exports  generali?  sold  for  an 
advauce  Huflficieut  to  pay  for  the  imports.  This  is  known 
only  to  tliose  eugaged  in  or  familiär  with  the  results  of 
the  export  trade  of  1854.  The  balanee  might  have  been 
greater  or  less  than  what  it  appears  from  custom-house 
ttatistic*. 

Oa  the  other  liand,  in  1855,  our  exports  exceeded  our 
Import»  hy  $18,688,826.  Does  that  show  a  balanee  in  &Tor 
of  the  United  State»  ?  Apparently ;  yet  there  might  have 
been  a  Iosh  upou  our  exports  which  would  more  than  bal- 
anee the  $13,688,326. 

Although  the  financial  tables  of  the  Secretary  of  the 
Treasury  do  by  no  nieans  deeide  the  balanee  of  trade,  and 
the  cuHtom-houHe  returns  are  never  conclusive  evidence, 
yet  there  are  cases  in  which  there  is  no  reasonable 
doubt  ou  which  aide  the  balanee  is.  In  1836,  for  example, 
we  cxj>orted  ono  hundred  and  twenty-eight  millions,  and 
iinfKirted  one  hundred  and  eighty-nine  millions ;  an  excess 
of  sixty-ono  millions,  making  a  difference  of  sixty  per  cent 
over  ex|x>rts.  In  this  caso,  there  could  be  no  doubt  there 
wtu*  a  larger  actuul  balanee  against  the  country,  because  the 
profits  could  not  have  been  equal  to  the  excess.  So  too,  to 
go  furthor  back,  in  1816,  the  exports  wero  fifty-two  mil- 
lions ;  imports,  one  hundred  and  twelve  millions ;  excess, 
sixty  millions,  or  more  than  one  hundred  per  cent.    The 
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unfavorable  balance  in  both  cases  caused  great  distress  by 
tho  necessary  exportation  of  specie. 

Balance  of  trade  how  adjusted. 

We  have  heretofore  said  that  an  unfkvorable  balance 
niust  be  liquidated  with  specie.  This  is  the  general  fact ; 
but  it  is  not  always  disposed  of  in  that  way.  For  example, 
the  balance  against  the  United  States  in  1853,  as  per  Finan- 
cial Report,  was  thirty-seven  millions.  Now,  if  this  were  in 
fact  an  actual  balance,  a  part  of  this  might  have  been 
extended  to  the  next  year,  and  paid  in  cotton  or  wheat ;  or, 
what  is  more  probable,  several  millions  of  railroad  or  other 
Stocks  might  have  been  sent  abroad  and  sold,  and  the  bal- 
ance settled  from  the  proceeds. 

If  the  commerce  of  a  country  is  in  a  really  prosperous 
condition,  the  value  of  its  imports  will,  in  the  long-run, 
exceed  its  actual  exports,  because  its  export  trade  should 
pay  a  profit.  No  country  is  enriched  by  trade,  unless  its 
aggregate  imports  do  exceed  in  value  its  exports.  It  is 
no  matter  whether  the  excess  of  imports  over  exports  is 
brought  into  the  country  in  specie  or  any  other  desirable 
commodity,  provided  its  own  currency  be  a  true  Standard 
of  value. 

The  trade  of  the  United  States  for  1863  showed  the  fol- 
lowing  results:  Exports  (Financial  Report,  1864),  $350,* 
152,125;  imports,  $252,187,587;  balance,  $97,864,538. 
The  returns  also  showed  an  export  of  gold  to  the  amount 
of  $82,364,482,  an  import  of  gold  of  $1,584,105,  giving  a 
balance  of  $72,780,377.  A  considerable  part  of  this  gold 
was,  doubtless,  sent  abroad  for  safe  keeping  by  timid  capi- 
talists,  and  not  over-loyal  Citizens.  The  large  balance  of 
seventy-two  millions  in  favor  of  the  United  States  was  no 
indication  of  a  profitable  trade  that  year ;  quite  otherwise. 
The  balance  of  gold  exported  in  1864  was  ninety-one  mil- 
lions. Another  fact,  that  throws  additional  conjecture  upon 
the  apparent  balance  of  trade,  is,  that  false  invoices  are 
used  to  an  enormous  extent  at  our  American  custom-houses. 
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Whenever  duties  are  charged  upon  the  cost  of  the  com- 
modities,  it  is  an  object  to  have  them  invoiced  as  low  as 
possible.  Fraudulent  invoices  are  often  made  out  abroad 
and  sworn  to  by  the  importers  here,  and  thus  the  actual 
value  or  amount  paid  for  the  foreign  merchandise  is  not 
aecurately  exhibited.  The  Revenue  Commissioners  (see 
their  Report  to  the  Secretary  of  the  Treasury,  January  29, 
1866,  page  45)  estiniate  that  the  frauds  at  the  Xew-York 
Custom-House  alone  are  firom  u  twelve  to  twenty-five  mil- 
lions  annually."  The  aggregate  of  these  frauds  throughout 
the  country  has  been  estimated  as  high  as  forty  millions  per 
annum;  but,  if  they  amount  to  only  thirty  millions,  the 
u  balance  of  trade "  is  seriously  influenced  by  them. 

There  is  still  another  consideration  ;  viz.,  that  the  United 
States  are  much  indebted  abroad,  and  a  large  sum  is 
required  to  pay  the  annual  interest.  This  can  only  be  paid 
by  our  exports  of  merchandise  or  specie ;  for  both  are  alike 
reckoned  in  our  list  of  "  exports."  We  owed  $500,000,000 
abroad  in  1860  (see  Foreign  and  Domestic  Commerce,  1863, 
page  42,  Treasury  Report).  The  Comptroller  of  the  Cur- 
rency, in  his  Report  for  1S65,  page  7,  estimates  the  amount 
of  our  securities  sent  abroad  the  last  ßvt  years  at  8713,000,- 
000,  — in  all,  then.  $1.213,000,000.  The  interest  on  this 
sum,  at  six  per  cent,  will  be  $72,780,000 ;  and  this  must  be 
provided  for  in  our  exports. 

Many  considerations  of  this  general  character  might  be 
brought  forward :  Dut  sufficient  has  already  been  said.  we 
trust.  to  show  what  the  real  nature  of  a  balance  of  trade  is, 
and  how  difficult  a  matter  it  must  always  be  to  determine 
with  accuracy  upon  which  side  it  actually  is,  and  what  its 
amount. 
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PART  SECOND.—  INSTRUMENTS  OP  EXCHANGE. 
CHAPTER  I. 

BARTER   AND   THE   DIFFERENT   FORMS   OF   CURRENCY. 

We  have  discussed  the  principles  upon  which  exchanges 
are  made.  We  now  come  to  consider  •the  instrumenta  by 
whifeh  they  are  effected. 

These  are  of  three  kinds :  — 

Ist,  Barter. 

2d,  A  common  medium,  or  currency. 

3d,  Different  forms  of  credit. 

No  person  produces  every  thing  he  wishes  to  consume. 
Even  in  the  savage  State,  men  will  obtain  different  products, 
as  they  have  skill  and  opportunity.  These  they  will  ex- 
change  among  themselves  in  kind. 

As  the  civilized  State  appears,  the  necessity  for  inter- 
change  of  commodities  increases.  Every  mechanic  must 
exchange  his  products  with  every  other  mechanic,  and  all 
these  with  the  agriculturist  and  fisherman  ;  so  that  ex- 
change becomes  one  of  the  greatest  departments  of  human 
industry.  But,  under  these  circumstances,  barter,  or  ex- 
change in  kind,  becomes  a  very  inconvenient  and  clumsy 
mode  of  effecting  the  desired  object  For  example,  the 
farmer  njay  wish  to  exchange  wheat  for  a  hat ;  but  the  hat- 
ter  is  already  supplied :  what,  then,  will  the  hatter  aeeept  ? 
A  table.  The  farmer  must  then  go  to  the  cabinet-maker,  and 
offer  his  wheat  for  a  table.  But  the  cabinetrmaker  is  sup- 
plied with  wheat.  He  would,  however,  aeeept  a  pair  of 
boots.  The  farmer  applies  to  the  boot-maker,  who  happens 
to  wish  for  wheat  and  aeeepts  the  offer.  With  the  boots  the 
farmer  gets  the  table,  and  with  the  table  gets  the  hat  which 
he  desired. 
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In  such  a  state  of  things,  this  was  tho  only  process  by 
which  exchanges  could  be  effected ;  circuitous,  and  expen- 
sive  in  time  and  labor,  as  it  was. 

We  might  have  supposed  a  far  more  difficult  case ;  but 
this  is  sufficient  to  illustrate  the  inconvenience  of  barter,  or 
the  direct  cxchange  of  conunodities.  But  thcre  is  still 
anothor  difficulty,  of  scarcely  less  magnitude.  When  arti- 
clcs  to  be  exchangod  became  numcrous,  it  would  be  found  a 
very  intricate  matter  to  establish  satisfactorily  the  relative 
valuo  of  each.  For  example,  how  many  sheep  shall  be 
given  for  a  cow  ?  How  many  cows  for  a  horse  ?  How 
much  com  for  a  bushel  of  wlieat  ?  How  much  butter  for  a 
gallon  of  molasses  ?  How  many  eggs  for  a  pound  of  tea, 
sugar,  or  coffee  ?  How  many  of  any  or  all  of  tliese  for  a 
cart,  plough,  spade,  chair,  table,  &c,  through  an  intermina- 
ble  series  of  exchanges  ? 

Under  such  cireunistances,  there  could  be  no  such  thing 
as  price,  because  there  would  be  no  common  Standard,  to 
which  the  value  of  all  articlos  could  be  referred. 

What,  then,  was  wanted  ?  Evidcntly,  some  article  which 
all  persons,  either  by  common  consent  or  the  force  of  law, 
shall  aeeept  for  whatever  they  have  to  seil,  and  by  which 
they  will  measure  the  value  of  any  thing  sold. 

That  article  would  perform  two  important  funetions  ;  viz., 
it  would  be  an  instrument  of  exchange,  and  a  Standard  of 
value :  in  other  words,  it  would  be  moncy. 

We  learn  the  true  nature  of  money,  then,  from  its  origin 
and  the  funetions  it  performs.  These  offiecs  or  funetions 
we  must  examinc  in  detail. 

Ist,  As  a  medium  of  exchange.  This  may  be  wholly  con- 
ventional.  Any  thing,  which,  by  gencral  consent  or  in 
obedience  to  law,  all  reeeive  in  exchange,  will  answer  the 
purpose.  So  far  as  this  funetion  is  concerned,  it  is  of  110 
consequence  whether  the  article  has  value  or  not:  safety 
and  convenience  are  the  only  considerations  of  importance. 
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Money,  in  this  respect,  is  simply  a  counter,  token,  or  uni- 
versal equivalent. 

2d,  As  a  Standard  of  value.  Value  is  not  conventional. 
It  attaches  to  all  objects  which  are  desired,  but  cannot  be 
bad  without  effort  or  labor.  Since  the  value  of  any  thing 
is  it8  power  in  exchange,  we  say  that  notbing  is  valu- 
able  which  will  not  command  labor,  or  that  which  costa 
labor. 

i%  Value  implies  comparison,  appropriation,  estimation,  measure. 
In  order  that  two  tbings  sbould  measure  eaq)i  other,  it  is  necessary 
that  they  be  commeosurable ;  and,  in  order  to  that,  tbey  must  be  of 
the  same  kind."  —  Bastiat. 

Therefore,  if  we  would  measure  value,  we  must  use  an 
article  that  has  value  in  it.  The  measure  must  evidenüy 
have  the  same  quality  as  the  thing  to  be  measured, — 
weight  to  measure  weight,  length  to  measure  length,  vol- 
ume  to  measure  volume,  value  to  measure  value. 

The  Standard  must  be  as  nearly  invariable  as  pössible. 
An  absolutely  invariable  Standard  is  unättainable,  because 
the  Standard  itself  must  be  subject  to  the  same  laws  as  the 
objects  to  be  measured ;  that  is,  cost  of  production,  supply 
and  demand,  &c. 

Hence  we  must  take  that  for  a  Standard,  which,  on  the 
whole  and  in  the  long-run,  is  subject  to  the  least  fluctuar 
tion.  Of  all  objects  of  this  kind,  we  shall  see  that  the 
precious  metals  are  the  least  liable  to'  great  and  violent 
changes  in  value. 

In  examining  the  principle  of  barter,  we  were  forced,  by 
its  practical  difficulties,  to  accept  the  resource  of  a  universal 
equivalent  for  all  commodities.  This,  in  its  original  form, 
is  money.  But  the  course  of  civilized  industry  has  intro- 
duced  several  forms  of  such  an  equivalent,  of  which  the 
money,  by  which  men  first  escaped  from  the  difficulties  of 
barter,  is  only  one.  All  these  forms  are  classed  as  cur- 
rency ;  and  therefore,  in  discussing  the  instruments  of 
exchange,  next  after  barter  we  come  to  the  subject  of — 
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CURRENCY. 

This  is  a  general  term  for  all  the  contrivances  by  which 
socicty  sceks  to  effect  a  general  exchange  of  values,  and 
discharge  pecuniarj  obligations.  There  are  four  distinct 
kinds  or  spccies  of  currency,  each  differing  from  the  others 
in  important  particulars. 

Ist,  Tho  first  of  these  instrumenta  is  called  money.  Any 
articlo;  which,  having  a  universally  recognized  value  in 
itself,  all  persons  accept  as  an  equivalent,  or  medium  of 
exchange,  and  which,  consequenüy,  becomes  the  Standard 
by  which  all  other  values  are  measured  or  determined,  and 
in  which  all  pecuniary  obligations  are  expressed  and  dis- 
charged,  is  money.  Being  composed  generally  of  the  pre- 
cious  metals,  it  is  often  known  as  "  hard-money  currency," 
but  is  moro  proporly  a  value  currency.  Real  money  is 
simply  value  in  a  form  tho  most  available  for  commanding 
all  othor  values,  a  sorvico  which  all  will  accept  for  any 
other  kind  of  scrvico,  which  measures  all  other  Services  or 
values  most  conveniently. 

2d,  Tho  second  kind  of  currency  consists  of  written  pro- 
mises,  mado  usually  by  goveniments,  to  pay  money  at  a 
distaut  or  indefinite  period,  which  nevertheless,  by  force  of 
law  or  other  circumstances,  are  accepted  as  money,  and 
porform  it«  general  funetions.  The  notes  issued  by  the 
treasury  of  the  United  States,  and  familiarly  known  as 
14  greenbacks,"  now  (1865)  in  circulation,  are  of  this  de- 
scription. 

They  form  a  striotly  credit  currency,  but,  in  common  par- 
lanco,  are  called  papkr  money. 

3d,  A  third  deseription  of  currency  is  formed  of  writ- 
ton  promises  to  pay  specie  on  demand,  issued  in  excess 
of  the  actual  amount  of  specie,  or  money,  in  possession  of 
tho  promisors  absolutely  held  for  the  redemption  thereof. 
These  notes  or  promises  are  generally  issued  by  corpora- 
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tions,  called  banking  institutions,  and  circulate,  while  cur- 
rent,  as  money,  performing  all  its  functions.     This  is  called 

a  MIXED  CURRENCY. 

4th,  A  fourth  kind  of  currency  consists  of  written  prom- 
ises, payable  on  demand,  issued  by  responsible  parties,  for 
the  payment  of  which,  in  füll,  the  specie  is  actually  held  in 
trust  by  the  promisors.  As  such  a  currency  is  precisely 
adapted  to  all  the  wants  of  the  trading  and  business  classes, 
and  fully  combines  convenience  with  safety,  the  two  great 
desiderata,  it  is  with  great  propriety  called  a  mercantile 

CURRENCY. 

Of  the  four  kinds  of  currency,  it  will  be  observed,  that 
two,  the  first  and  fourth,  are  classed  as  value  currency ;  the 
second,  as  credit ;  the  third,  as  mixed,  consisting  of  value 
and  credit. 

The  following  is  a  brief  recapitulation  of  the  different 
kinds  of  currency:  — 

I.  Money    .     .     ...     .  .  i.e.  +  Specie. 

II.  Credit  currency    .     •  .  i.e.  .  Promises  without  specie. 

m.  Mixed  currency    .     .  .  i.e.  .  Promises  with  part  specie. 

IV.  Mercantile  currency  .  .  i.e.  .  Promises  with  füll  specie. 

After  this  Statement  and  Classification  of  the  different 
kinds  of  currency,  it  is  proposed  to  examine  each  in  detail, 
and  determine  their  several  characteristics,  and  also  the 
infiuence  of  each  upon  the  industrial  interests  and  general 
welfare  of  mankind. 

No  subject  is  more  involved  in  mystery  and  uncertainty 
in  the  populär  inind  than  that  of  currency.  This  arises, 
principally,  from  the  fact,  that  the  different  kinds  are  con- 
founded,  and  the  whole  matter  thereby  rendered  incompre- 
hensible.  The  general  use  of  mixed-currency  notes,  which, 
to  a  superficial  observer,  seem  to  possess  all  the  attributes 
of  money,  has  a  tendency  to  produce  this  result. 

To  obtain  a  clear  and  intelligent  view  of  the  subject,  it  is 
therefore  quite  necessary,  that  we  divest  it  of  all  its  usual 
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environments  and  associations,  and,  for  the  time  being,  even 
of  the  forms  and  terms  with  which  we  are  familiär,  and 
regard  the  question  as  abstractly  as  possible. 


CHAPTER  H. 

I.   MONEY. 

Haying  examined  the  nature  and  functions  of  currency,  we 
shall  now  speak  of  the  actual  money  of  commerce,  or  the 
universally  accepted  equivalent. 

In  all  ages  and  countries,  this  has  consisted  of  the  pre- 
cious  metals,  gold  and  silver,  with  the  baser  metals  or  alloys 
for  fractional  purposes. 

Local  currencies  have  been  various.  Lacedaemon  had 
iron  moncy.  The  Romans  are  supposed  by  many  to  have 
uscd  cattle  and  sheep  in  the  early  periods  of  their  history ; 
and  their  coins  bear  the  images  of  those  animals,  as  indi- 
cating  their  value.* 

Tobacco  was  once  currency,  and  a  legal  tender,  in 
Virginia. 

The  first  currency  legally  established  in  Massachusetts 
was  bullcts.  The  "  General  Courte  ordered  [March  4, 
1635]  that  bulletts  of  a  füll  boare  shall  passe  currently  for 
a  farthing  a  peice,  provided  that  noe  man  be  compelled 
to  takc  above  12d  at  a  time."  Again,  it  was  enacted  "  that 
merchantable  beaver  shall  pass  at  X§  the  pound."  In 
1637,  the  "  Courte  ordered  that  Wampumpege  should  pass 
at  six  for  a  penny,  for  all  sums  under  124."  In  1640  and 
1641,  additional  laws  were  enacted,  making  wampum  a  law- 
ful  tender. 

Many  expedients  like  these  have,  at  different  times  and 

different  countries,  been  adopted  to  secure  a  temporary  and 

partial  currency ;  but  from  the  days  of  Abraham,  who  paid 

"  four  hundred  shekels,  current  money  with  the  merchants, 

*  Hence  called  peeunia,  money,  from  pecus,  a  flock. 
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for  the  field  of  Ephron,"  to  the  present  time,  the  money 
used  in  commerce  has  always  been  composed  of  gold  and 
ßilver.  These,  and  these  only,  have  formed  the  universal 
medium  of  exchange  and  Standard  of  value. 

The  use  of  these  metals  arises  from  nothing  conventional. 
No  international  agreement  was  ever  made  respecting  them ; 
yet  they  are  everywhere  and  at  all  times,  without  hosita- 
tion,  received  in  exchange  for  whatever  any  one  may  wish 
to  dispose  of.  They  secure  their  currency  simply  by  their 
peculiar  adaptedness  to  the  purpose. 

What  their  peculiaritics  are  we  propose  now  to  consider. 

Ist,  They  po88e88  value,  that  w,  have  power  in  exchange. 
They  cost  labor,  and  are  objects  of  desire.  They  cannot  be 
had  without  labor,  or  an  equivalent.  We  have  already  said 
that  the  article  used  as  a  Standard  of  value  must  possess 
value  in  itself,  since  we  can  only  compare  value  with  value. 
Gold  and  silver  have  this  indispensable  requisite.  They  are 
subject  to  all  the  laws  of  value  as  truly  as  wheat  or  any 
other  commodity. 

2d,  These  metah  are  stalle  in  value ;  that  is,  the  most  so 
of  known  commodities.  They  are  subject  to  no  violent 
changes,  like  flour  or  cotton :  for  example,  wheat  often 
varies  from  twenty-five  to  fifty  per  cent  in  a  few  months. 
They  change  in  value,  indeed,  from  age  to  age ;  but  so  grad- 
ually  is  this  accomplished  as  to  be  quite  imperceptible  at 
the  time. 

The  discovery  of  the  Western  Continent,  which  opened  to 
the  commercial  world  the  accumulated  treasures  of  Mexico 
and  South  America,  caused  the  greatest  change  known  to 
history;  yet  it  is  calculated,  that  from  1492  to  1650,  a 
period  of  one  hundred  and  fifty  years,  gold  and  silver  feil 
only  seventy-five  per  cent,  equivalent  to  half  of  one  per 
cent  per  annum ;  so  that  even  this  greät  change  must*  have 
been  so  gradual  as  to  have  inflicted  little  injury  on  individ- 
uals,  and  could  only  have  been  appreciated  by  those  holding 
long  annuities  or  similar  securities. 
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3ds  They  are  oonvmientiy  portäSU;  the  most  so?  in  fact, 
of  all  eoinmodities  existiug  in  adeqnato  quantUy.  One 
pound  weiulit  of  gold  will  ordinarily  eommand,  tu  exeliange, 
fifteen  thousand.pomidfl  of  whcat,  tliirty  tliousand  pound* 
of  ludiaii  com,  five  tons  of  rice,  or  a  ton  and  a  half  of 
cot  ton* 

4tlu  rii'S'-  nietals  are  malleaole.  Thcy  can  be  vt'juuglil 
into  any  shape,  will  receive  and  rctain  any  Impression,  may 
be  dividcd  into  the  minutest  quantitics,  and  agaln  iraited, 
with  Übe  smallest  pOBBfble  loss.  Ilcnce  they  are  admirably 
adapted  for  coinagc,  or  a  great  varicty  of  alternate  uses* 

5th,  Tlu*y  are  of  uniform  quality.  Gold  and  silvcr  are 
always  and  everywhere  the  same.  Pound  in  O&liforaia, 
Austntliu,  or  Russia,  gold  is  everywhere  gold,  The  iron 
of  differenl  ommtries  variea  greatly.  The  coppcr  of  Liberia 
is  betler  than  that  of  Germany,  whilc  tliat  of  Sweden  is 
better  than  that  of  Siberia,  and  that  of  Japan  surpasses  that 
of  Swedon.    It  is  not  so  with  the  preeious  mctaU, 

6th,  Thcy  may  be  readily  aüoyed  Dt  refined*  By  alloy 
they  are  made  harder,  and  so  adapted  to  xise  as  moncy. 
However  alloyed,  they  can  casily  be  rcatored  to  their  origi- 
nal purity  without  loss. 

7th,  Thcy  are  iheUtfruct&U  5p  aöcidmt*  Fire  docs  not 
consiunt!  Muni;  atmospheric  influejices  cause  no  decompo- 
sition :  so  that  tlü  gold  and  silvcr  in  use  in  the  tinie  of 
the  Ftolcmies  may  form  a  part  of  the  currency  of  the  world 
to-day» 

Bth,  Thcy  are  iinhermHy  appreaated.  The  preeious  mefc- 
als  are  regarded  as  beantiful  and  desirable  In  all  countries, 
and  am  eng  all  rae.es,  cmlized  or  savage,  The  dem  and  for 
them  is  without  Hmit. 

9th,  They  are  gencrally  diffused.  These  metals  are 
funml  in  every  principal  section  of  thc  globe, — Europe, 
Aaia,  AiV'na,  North  and  South  America,  and  Australia. 

lOth,  They  are  außen mÜy  plenfifuL  Not  moro  than  two 
thirds  of  the  gold  and  silver  now  in  the  possossion  of  man 
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is  believed  to  be  used  as  money,  the  balance  being  in  plate 
or  other  objects  of  Utility  and  Ornament. 

llth,  They  are  nearly  inconsumable  by  u%e.  The  use  of 
almost  all  other  commodities  causes  their  rapid  destruction. 
Articles  used  as  food  or  clothing,  for  example,  disappear 
entirely  in  a  comparatively  short  pcriod.  Even  iron,  as 
used  for  most  purposes,  —  in  railroads,  agriculture,  the  me- 
ehanic  arts,  &c, —  lasts  only  a  few  years. 

With  gold  and  silver  it  is  quite  different,  tjiough  the 
exemption  from  waste  is  more  remarkable  in  the  case  of 
gold.  Indeed,  its  ordinary  and  principal  use  can  scarcely 
be  called  consumption,  it  is  so  gradual. 

It  has  been  ascertained,  from  data  carefully  obtained  in 
the  Bank  of  England,  that  gold  in  coin  loses  only  4.16  per 
cent  in  one  hundred  years,  or  about  one  per  cent  in  twenty- 
five  years. 

The  following  comparison  exhibits  approximately  the 
great  difference  in  this  respect  between  gold  and  other 
commodities :  — 


Potatoes  consumed  within 

Wheat 

Cotton 

Wool 

Lead 

Iron 

Gold  in  coin 


say  .     .     . 
average,  say 


1  year. 

2  years. 

4  years. 

5  years. 
10  years. 
20  years. 

2400  years. 

Investigations  made  at  the  United  States  Mint,  as  by  Re- 
port of  1862,  showed  that  the  wear  and  tear  of  gold  was 
only  as  1  to  2,400 ;  that  is,  a  gold  dollar  would  be  worn 
out  by  2,400  years'  Service,  or  the  loss  annually  of  ^-foif 
of  one  per  cent. 

When  used  for  gilding  and  similar  purposes,  it  is  much 
more  rapidly  consumed ;  but  the  amount  so  employed  is 
very  small,  in  comparison  with  the  whole  mass.  When 
used  in  plate,  the  consumption  is  even  less  than  in  coin ; 
and  a  larger  part  of  that  which  goes  into  jewelry  returns 
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into  bullion  in  the  lapse  of  time.  So  that  we  must  estir 
matc  the  yearly  consumption  of  gold,  in  all  its  uses,  exceed- 
ingly  8mall  as  compared  with  the  anuual  production. 

c  o  I  N  A  G  E. 

Ilaving  seen  how  admirably  adapted  the  precious  metals 
are  for  use  as  money,  we  pass  to  a  consideration  of  those 
artificial  arrangements  by  which  they  are  still  further  and 
niore  completely  fitted  for  that  purpose. 

At  first,  these  metals  were  used  in  ingots  and  bars,  and 
passed  by  weight.  Whenever  a  pecuniary  transaction  was 
niadc,  scales  were  required  to  determine  the  quantity  given 
in  cschange.  , 

This  was  a  clumsy  and  imperfect  mode  of  payment ;  for 
there  would  arise  the  question  of  quality  as  well  as  quan- 
tity, —  of  the  pureness  or  fineness  of  the  metal.  This  could 
only  be  ascertained  by  assay ;  and  that  could  be  accom- 
plislied  only  by  persons  having  the  necessary  knowledge  of 
metallurgy,  with  apparatus  for  conducting  tlie  process. 

It  was  therefore  natural,  that,  at  an  early  period,  a  con- 
trivanee  was  hit  upon  which  obviated  all  difficulties. 

The  bars«  or  ingots,  designed  Tor  money,  were  first  a$- 
sayed,  and  made  of  one  degree  of  fineness.  This  degree 
was  called  the  Standard.  The  metal  thus  assayed  was  then 
divided  into  pieces.  and  the  weight  carefully  ascertained, 
and  stamped  upon  each.  These  pieces  were  called  coins ; 
the  process.  coinage. 

As  this  coinage  inrolved  great  responsibility,  it  very 
properly  became  the  duty  and  prerogarive  of  the  gorem- 
ment.  Each  goTerument  established  an  institution  for  the 
purpose,  called  a  mint.  To  these  mints  the  people  carried 
iheir  gold  and  süver,  and«  by  paying  a  very  trifling  seignior- 
age,  had  the  whole  amount  returned  to  them  in  coin. 

Such,  at  least,  has  been  the  general  fact;  bot  in  the 
Cnited  States,  and  possibly  some  other  countries,  no  aeign- 
kwrage  is  charged,  the  whole  being  done  at  the  expenae  of 


CHAP.  ni.l  CREDIT  CURRENCY.  131 

the  government.  The  policy  of  tliis  is  quite  doubtful. 
Government  should  retain  a  slight  compensation  for  two 
reasons :  first,  a  benefit  has  been  conferred,  for  which  the 
recipient  should  pay  a  fair  equivalent:  additional  value, 
within  the  particular  country,  has  been  given  by  the  addi- 
tional labor ;  gold  in  the  national  coin  being  more  useful 
than  in  bars.  Second,  because  coin  should  be  a  slight  frao- 
tion  less  valuable  for  mechanical  purposes  and  for  export 
than  bullion ;  otherwise  it  will  be  wrought  up  into  jewelry 
at  home  or  shipped  abroad,  instead  of  bullion,  and  thus  an 
unnecessary  waste  in  coinage  will  be  the  consequence. 

Such  is  the  character  of  a  currency  composed  entircly  of 
money,  or  that  which  has  value  in  itself.  Of  all  subjects, 
this  is  one  of  the  most  simple,  most  free  from  all  complexity 
and  mystery.  No  one  can  fail  to  understand  it.  Govern- 
ment has  not  the  slightest  occasion  to  interfere  with  or 
regulato  it.  It  obeys  certain  natural  laws,  which  cannot  1)6 
improved  by  man.  All  that  government  can  usefully  do  is 
to  certify  to  the  weight  and  fineness  of  the  coinage.  It  has 
no  further  concern  with  money. 

The  main  point  to  be  borne  in  mind,  in  relation  to  coin- 
age, is,  that  government  does  not  determine  the  value  at 
all,  but  simply  certifies  to  the  weight  and  purity. 


CHAPTER  m. 

H.     CREDIT    CURRENCY. 

This  we  have  already  stated  to  consist  of  the  promises 
of  government  to  pay  money,  which,  by  force  of  law  or  the 
necessities  of  the  people,  are  received  as  money.  It  is 
simply  the  credit  of  the  nation,  used  as  currency.  The 
element  of  value  does  not  enter  into  it  at  all.  It  is  pro» 
dsely  the  opposite  of  a  value  currency 
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IIB    CHABACTERISTICS. 

Such  a  currency  may  trantfer  debts,  bat  it  cannot  pay 
them.  The  creditor  may  accept  the  promises  of  the  govern- 
ment  in  place  of  that  of  an  individual,  but  he  receives  no 
value.  So  far  as  issued  by  the  government  and  accepted 
for  taxes  and  other  public  dues,  such  notes  are  mere  ccnu*- 
ter*,  used  for  cancelling  reciprocal  obligations.  If  such 
notes  are  issued  beyond  the  natural  volume  of  the  currency, 
they  can  never  be  kept  at  par  with  specie,  or  circulate  at 
their  nominal  value.  Gold,  as  compared  with  them,  will 
bear  a  premium,  the  amount  of  which  will  indicate  the 
excess  and  depreciation  of  the  currency,  and  the  want  of 
confidence  in  the  promisors. 

This  premium  iß  the  result  of  the  Operation  of  the  lawa 
of  value ;  and  no  legislation  of  free  government  or  edict  of 
despotism  can  permariently  change  it.  Governors  might  as 
well  prescribe  the  height  to  which  the  tides  of  ocean  shall 
rise,  as  to  restrict  or  reduce  the  premium  on  gold. 

Such  legislation  is  not  only  futile,  but  injurious,  pro- 
ducing  an  effect  just  opposite  to  that  intended.  It  disturbs 
the  market  price  of  gold,  destroys  confidence  in  its  actual 
price,  and,  by  exciting  distrust,  drives  the  premium  far  up 
beyond  its  natural  limit. 

The  experiment  made  by  the  Congress  of  the  United 
States  in  1864  showed  most  conclusively  the  utter  folly  of 
attempting  to  interfere  with  the  laws  of  value.  After  the 
"  gold  bill,"  so  called,  became  a  law,  the  premium  rose  at 
once  som#  fifty  per  cent  above  its  previous  rate.  The 
unwise  act  was  speedily  repealed,  and  the  excessive  pre- 
mium it  had  caused  feil  off. 

EFFECT  OF  CREDIT  CURRENCY  ON  PRICES  AND  INCOME8. 

A  general  rise  of  prices  follows  the  introduction  of  a 
credit  currency,  because  it  is  always  issued  in  excess  of 
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the  natural  volume  of  money ;  and  consequently,  as  prices 
must,  in  the  average,  conform  to  theTquantity  of  currency, 
they  will  advance  as  it  is  incrcased.  It  is  quite  idle  to 
attempt  to  evade  the  Operation  of  this  law.  When  the 
Secretary  of  the  United  States  Treasury  endeavored  to 
"  float "  his  bonds  by  the  issue  of  credit  currency,  he  unfor- 
tunately  "  floated  "  all  the  merchandise  of  the  country  at 
the  same  time,  so  that  the  rise  of  prices  compelled  him  to 
pay  double  for  all  the  government  needed ;  and  hence  he  lost 
at  least  one-half  of  all  the  bonds  that  were  thus  sold. 

The  effcct  on  fixed  incomes  is  very  marked.  From  what- 
ever  source,  fixed  incomes  are  depreciated  in  value  just  in 
proportion  to  the  depreciation  of  the  currency.  But  there 
is  one  exception  in  the  practical  Operation  of  this  principle. 
If  the  income  received  were  to  be  expended  entirely  for 
food,  clothing,  and  other  ordinary  articles  of  merchandise, 
the  fall  depreciation  of  the  currency  would  be  feit.  But 
if,  as  would  usually  be  the  case,  a  portion  of  it  were  used 
for  the  payment  of  rent,  the  depreciation,  in  so  far,  would 
be  less  operative.  Neither  the  fee  nor  the  use  of  real 
estate  rises  in  proportion  to  other  things. 

The  price  of  real  estate,  and  its  use,  would,  however, 
unquestionably  advance  to  nearly  the  same  extent  as  com- 
modities  in  general,  provided  a  credit  currency  were  contin- 
ued  as  the  currency  of  the  country  for  a  long  period,  say 
from  one  generation  to  another.  This,  however,  never  has, 
and,  in  the  nature  of  the  case,  is  not  likely  to  take  place ; 
credit  currency  being,  necessarily,  of  limited  duration. 

DoubÜess,  Investments  have  been  made,  especially  in 
large  cities,  that  would  not  have  been  made  but  for  the 
great  inflation  in  the  currency  of  the  United  States  during 
the  Rebellion ;  but  the  price  of  such  property  has  advanced 
slowly,  as  compared  with  flour,  clothing,  &c* 

*  That  real  estate  in  some  large  cities  has  much  advanced,  we  are  weU 
aware ;  but,  take  the  whole  country  through,  it  is  doubtful  if  there  has  been 
an  advance  of  ten  per  cent    Indeed,  none  is  Tisible  in  the  country  generally. 
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A  house  in  New  York,  worth  twenty  thousand  dollars  in 
1859,  was  not  worth  fifty  thousand  dollars  in  1864 ;  bot 
twenty  thousand  dollars'  worth  of  flour,  at  prices  of  1859, 
would  have  brought  fiftj  thousand  dollars  in  1864.  Why 
is  this  ?  Because  everybody  believes  that  prices  have  not 
permanently  advanced,  but  will  before  niany  years,  perbaps 
before  many  months,  decline.  Therefore  permanent  üivest- 
meiits  will  not  be  made  at  prices  corresponding  to  those  of 
ordinary  merchandise.  This  difference  between  real  estate 
and  consumable  commodities,  as  influenced  by  the  expan- 
sions  and  contractions  of  the  currency,  should  be  borne  in 
mind,  as  it  will  explain  phenomena  that  will  be  prescnted  in 
our  further  inquiries. 

EFFECT    ON    CONTRACTS.      . 

A  credit  currency,  it  may  be  safely  assumed,  is  always 
redundant ;  and,  as  such,  its  effect  on  contracts  is  twofold. 
Obligations  to  pay  money  made  with  a  specie  Standard,  and 
paid  with  credit  currency,  will  impose  a  loss  of  value  on  the 
creditor  equal  to  the  depreciation  of  the  currency.  Great 
injustice  and  sufiering  resulted  from  this  cause  during  the 
progress  of  the  American  wars  of  the  Revolution  and  of 
the  Rebellion. 

On  the  other  band,  contracts  made  to  pay  money  during 
the  cxistcncc  of  a  credit  currency,  but  which  mature  and 
are  discharged  under  a  value  currency,  will  subjeet  the 
debtor  to  the  loss  of  all  the  difference  in  the  value  of  the 
two  currencics.  Great  injustice  and  suffering  resulted  from 
this  source,  on  the  recognition  of  American  independence, 
in  the  last  Century,  among  the  first  of  which  may  be  reck- 
oned  the  Shay's  Rebellion  of  Massachusetts.  At  what  time, 
and  with  what  results,  the  return  to  specie  payments  at  the 
present  period  will  next  be  made,  it  is  yet  impossible  to 
predict. 

Historically,  it  is  found  to  be  true,  that  a  credit  currency 
has  never  yet  been  kept  within  the  natural  limit  of  the 
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value  currency  of  the  country  in  which  it  was  established. 
The  "continental  money"  of  the  American  Revolution ;  the 
assignats  of  the  French  Revolution ;  the  bank  money  of 
England  during  the  Napoleonic  wars ;  and,  lastly,  the  green- 
backs,  or  treasury  notes,  issued  during  the  late  Rebellion, 
and  the  present  paper  currency  of  Russia,  are  illustrations 
in  poiut. 

The  French  assignats  were  issued  in  such  excess  that 
their  utter  repudiation  by  the  government  became  a  neces- 
ßity.  So  of  the  "mandates"  which  followed  them.  Thev 
"  continental  money  "  became  entirely  worthless.  The  notes 
of  the  British  Bank,  which  depreciated  during  the  great 
strugglc  with  France,  were  finally  restored  to  par  at  the 
cost  of  immense  suffering  and  loss  to  the  commercial  and 
business  classes. 

The  paper  issues  of  the  American  government  will, 
doubtless,  be  paid  ;  but  it  will  be  at  an  incalculable  amount 
of  bankruptcy  and  ruin  to  those  who  are  greatly  indebted. 

The  treasury  notes,  now  acting  as  -currency,  will  be 
redeemed  ultimately ;  that  is,  be  taken  in  for  taxes  and  other 
dues  to  government,  and  thus  annihilated.  They  could  not 
be  paid  in  coin,  but  are  sufficiently  certain  to  be  cancelled 
in  the  way  just  indicated. 

A  credit  currency  never  has  been  regulated  in  such  a 
manner  as  to  keep  it  on  a  par  with  specie,  and  probably 
never  will  be.  The  necessities  of  government  are  so  presa- 
ing  that  the  temptation  to  increase  the  amount  becomes  too 
great  for  resistance.  As  prices  rise  in  consequence,  the 
currency  becomes  of  less  and  less  value,  that  is,  has  a 
decreasing  power  in  exchange,  so  that  the  inducement  to 
issue  becomes  continually  stronger  as  the  volume  expands. 
Unless  this  course  can  be  arrested,  final  bankruptcy  is 
sure. 

But  the  issue  of  a  legal-tender  credit  currency  is,  under 
any  circumstances,  a  great  wrong,  and  can  never  be  justi- 
fied  except  in  the  most  extreme  cases  of  national  peril; 
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and,  even  in  those  instances  wbere  it  has  been  defended  a* 
au  indispensable  measure,  events  have  generally  proved  it 
to  have  been  a  mistaken  and  short-sighted  policy. 

CREDIT  CURRENCY   A    FORCED    LOAN. 

Wlien  a  government  issues  its  notes  as  currency,  and 
makes  them  a  legal  teuder,  or  authorizes  other  parties  to  do 
00,  it  creates  a  forced  loan. 

All  creditors  are  compelled  to  receive  these  notes  for 
whatever  may  be  due  to  them,  which  is  equivalent  to  mak- 
ing  a  loan  to  tlie  government  to  the  amount  so  received ; 
and  those  who  seil  their  property  are  obliged  to  take  tbese 
promises,  since  there  is  no  other  currency  in  nse,  so  that 
the  whole  amount  thus  put  into  circulation  becomes  a  com- 
pulsory  loan  to  the  government. 

CREDIT   CURRENCY   A    DIRECT    TAX. 

As  soon  as  legal-tender  credit  notes  begin  to  depreciate 
in  value,  or,  in  other  words,  as  soon  as  commodities  rise  in 
consequence,  each  person  who  receives  them  pays  a  tax 
equal  to  their  depreciation  while  in  his  possession.  For 
example,  if  he  receives  a  ten-dollar  note,  which  will  bring 
him  but  eight  dollars'  worth  of  merchandise  at  tlie  gold 
price,  he  has  contributed  two  dollars  to  the  government. 
So,  of  course,  with  all  who  receive  notes  in  payment  for 
debts  coutracted  prior  to  the  issue  of  such  currency. 
When,  as  in  the  case  of  the  "  Continental  money,"  these 
notes  become  utterly  worthless,  those  through  whose  hands 
they  have  passed  have  contributed,  at  least  nominally,  the 
whole  amount.  We  say  nominally;  for  the  contribution 
thus  forced  from  the  people  is  not  in  fact  to  the  füll  amount 
in  actual  value. 

For  illustration,  the  government  issues  one  hundred  mil- 
lions  of  its  notes  at  first ;  and  for  this,  as  prices  have  not 
been  raised,  it  receives  an  equal  amount  in  value.  It  issues 
a  second  hundred  millions ;  but  prices  have  advanced  in 
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consequence  of  the  first  issue,  we  will  suppose,  fifty  per  cent, 
so  that  the  government  gets  but  $66,666,666  in  value.  A 
third  issue  is  made  of  one  hundred  millions ;  but  prices  have 
gone  up  one  hund||d  per  cent,  and  the  government  gets  but 
.  fifty  millions  in  value.  Another  issue  of  one  hundred  mil- 
lions carries  prices  up  to  one  hundred  and  fifty  per  cent, 
and  only  forty  millions  is  realized  in  value.  This  is  not 
intended  as  a  statement  of  the  precise  fact,  but  to  exhibit 
the  natural  Operation  of  such  issues.  That  it  is  not  exag- 
gerated,  appears  from  what  is  well  known,  that  the  United 
States  government  sold  many  millions  of  its  bonds  for  that 
which  was/equivalent  to  but  forty  per  cent  in  gold.  The 
result  is  shown  in  the  following  recapitulation :  — 

First  $100,000,000,  issued  at  par  value,   ....  $100,000,000 
Second  $100,000,000,  issued  at  33£  per  cent  dis- 

count 66,666,666 

Third  $100,000,000,  issued  at  50  per  cent  discount  50,000,000 
Fourth  $100,000,000,  issued  at  60  per  cent  dis- 
count   40,000,000 

Government  receives  in  value  for  $400,000,000 

issued      .....*. $256,666,666 

Loss  to  the  government,  or  people 143,333,334 

$400,000,000 

The  people  must  finally  pay  in  taxes  $143,333,334  more 
than  the  government  received  in  value,  if  the  debt  is  paid ; 
but,  if  it  should  be  repudiated,  the  loss  of  actual  value  to 
the  people  would  be  but  $256,666,666,  the  balance  being 
merely  the  enhanced  prices  they  have  received  for  commod- 
ities  furnished.  But,  unfortunately,  those  who  received  the 
extra  prices  and  those  who  will  pay  the  taxes  may  not  be 
the  same  identical  persons. 

The  foregoing  illustration  shows  the  Operation  or  general 
result  upon  the  Community  of  a  credit  currency  as  a  direct 
tax :  but  thecflects  upon  different  individuals  are  diversified 
in  every  possible  manner ;  one  man  losing,  another  gaining 
by  it,  according  to  the  position  in  which  the  parties  are 
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found  at  the  time  they  were  compellcd  to  accept  such  a  cur* 
rency  instead  of  money.  The  laws  of  value  liaving  been. 
Tiolated,  universal  chaos  in  all  monetary  affairs  is  tbe  inevi- 
table  consequence.  ji 

The  final  result  bf  the  issue  of  an  .inconvertible  currency, 
then,  is,  that,  if  it  is  never  redeemed,  the  taxation  it  imposes 
is  most  unequally  and  unjustly  distributed ;  if  it  is  finally 
paid,  then  the  taxation  is  not  only  unfairly  distributed,  bot 
the  amount  vastly  increased,  since  the  expenditures  of  the 
government  have  been  largely  enhanced  by  it.  It  does  not 
admit  of  question  that  a  large  part  of  the  debt  of  the 
United  States  represents  expenditures  made  solely  to  meet 
the  excessive  prices  caused  by  a  credit  currency,  especially 
in  the  years  1863-5,  when  the  premium  on  gold  averaged 
nearly  seventy  per  cent,  and  for  a  considerable  period, 
when  the  heaviest  expenditures  were  made,  as  high  as  one 
hundred  and  fifty.  Of  course,  the  taxation  of  the  country 
will  be  correspondingly  increased  for  the  payment  of  this 
excess. 


CHARTER  IV. 

m.      MIXED    CURRENCY. 

Mixed  currency  is  a  modern  invention,  as  yet  known 
only  to  a  small  part  of  the  human  race,  and  but  partially 
understood  even  in  those  countries  into  which  it  has  been 
introduced. 

The  Bank  of  England,  the  parent  of  all  mixed-currency 
institutions  throughout  the  world,  was  established  in  1694 ; 
but  its  Operations  were  so  limited,  and  its  influence  so  par- 
tially feit,  during  the  first  Century  of  its  existence,  that  the 
character  of  the  currency  it  issued  was  hardly  appreciated. 
This  bank  made  a  grand  Suspension  in  1796,  and  continued 
in  that  state  for  over  twenty-three  years.    This  was  the 
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first  occurrence*  which  demonstrated  practically  the  true 
nature  of  this  kind  of  currency. 

If  we  carefully  obscrve  the  composition  of  a  mixed  cur- 
rency, we  shall  find  it  to  consist  of  promissory  notes  issued 
by  individuals  or  corporations  legally  authorized  to  do  so,  in 
excess  of  the  actual  specie  held  for  their  rederaption. 
These  notes  form  the  circulation  or  currency,  and  consist 
wholly  of  paper ;  yet,  as  they  profess  to  be  con verüble,  they 
have  the  same  power  in  exchange  as  the  specie  itself,  so 
long  as  confidence  in  the  ability  and  integrity  of  the  promi- 
sors  remains  unimpaired. 

This  is  rightfully  called  a  mixed  currency,  because  it  is,  in 
fact,  composed  in  part  of  value  and  in  part  of  credit.  So 
far  as  specie  is  held  for  the  payment  of  these  notes,  this 
kind  of  currency  is  actually  convertible,  and  equivalent  to 
money ;  but,  in  so  far  as  the  credit  dement  exceeds  the 
specie,  it  is  only  a  promisc  to  pay  money,  and  is  inconverti- 
ble.  A  mixed  currency,  therefore,  can  only  be  regarded  as 
partially  convertible ;  the  degree  of  it»  convertibility  depend- 
ing  upon  the  proportion  the  specie  bears  to  the  notes  issued 
and  the  deposits.  It  is  this  proportion  of  specie,  whatever 
it  may  be,  which  determines  the  quality  of  this  kind  of 
bank-note  circulation.  Its  quality  is  the  great  question  of 
interest  to  all  who  use  this  kind  of  currency ;  and  of  that 
we  propose  now  to  speak. 

THE   QUALITY    OP    A    MIXED    CURRENCY. 

This  is  by  far  the  most  important  matter  in  relation  to  a 
mixed  currency.  What  is  the  proportion  of  specie  held  for 
its  conversion  ?  To  ascertain  this,  we  must  know,  011  the 
one  band,  the  amount  of  notes  in  circulation,  and  the  iu- 
scribed  credits,  that  is,  the  deposits ;  and,  011  the  other,  th& 
amount  of  specie  in  bank.  We  have  naught  to  do  with  any 
other  inquiry,  so  far  as  the  quality  of  the  currency  is  con- 

*  The  bank  suspended  for  two  years,  very  shortly  after  its  Organization  ; 
but  its  capital  and  Operations  were  then  too  limited  to  occasion  much  notice. 
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corued.  We  have  no  occasion  to  make  such  an  inquiry  in 
>1  to  money,  for  Unit  was  value  In  itself,  and  aeeäi  no 
oonvömoi)  ;  nur  in  ivlatmu  to  a  purcly  credit  currency,  for 
that  does  not  profess  convcrtibility  :  ln.it  a  mixed  currency, 
to  be  reliablc  und  hcueficial  to  the  public,  must  be  what  it 
proclaims  itsi-lf  to  he  ;  viz,,  eomttrt&U  m  äemand  into 
and  therefore  a  sufficiency  of  com  should  be  held  tu  seeure 
that  ohjoct. 

And  here  it  ia  neceasary  to  distiniruish  carefully  between 
the  couvertibüity  and  ibe  rcdocinublen^ss  of  a  currency, 
The  first  may  be  uncertain  or  impossiblc,  wliilo  the  last 
may  be  sure,  A  buk  may  be  pcrfecüy  solvent,  while  its 
currency  h  alinost  entircly  incon verübte,  By  convcrtibility, 
then,  we  understand  the  power  of  the  bauk  to  exchauge 
its  proinises  for  apecie  on  demand ;  by  redeemablcncss,  its 
power  to  lirjuidate  or  discharge  its  Obligation^  sorae  time  or 
other,  by  the  reaouiv.es  it  may  poflSfttfl  for  uUimate  payment. 

For  example,  a  bauk  haa  promised  to  pay  one  hundred 

tliouaaud  dollars  in  apeeie,  wbile  it  has  ouly  ten  thousaud 

dollars  in  spede  to  pay  with.    Tho  sarnc  bank  has  demands 

agaiust   iudividuals,  for    their    notes    dbcounted,   to    the 

amount  of  two  hundred  thousaud  dollars,     Now,  it  m  cer~ 

tain  that  Ibis  bank  can  convert  ouly  ten  thousand  dollars  of 

its  bills ;  but  it  ean,  if  suffieient  timo  ia  allowed,  redeera  the 

wlmle  amount,  by  taking  in  its  own  notes  in  exehange  for 

those  of  its  debtors.    The  power  of  the  bank  ultimately  to 

in  or  i'unccl  its  notes  is  arnply  aufficient;  though,  for 

the  conversiou  of  thcni  into  speeie,  it  has  the  abiliry  ouly 

to  ÜXi  I  öf  our-fnitb.      Thiß  point  Qaeda  to  be  well 

understood    and    rememb  ifl   we   »hall   have 

lion  to  sliow,  t]\Q  diflerenee  between  rl  pti*m  and 

urrency  is  a  matter  of  the  uttuost  impor- 

tanoG  to  the  world,  and  the  former  eanuot  bemade 

fficient  Rubstitute  for  the  latter.     This  is  evident  from 

following  co«  ion. 

A  baak-noto  converted  ütto  coiti,  the  money  still  exists 
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in  circulation :  a  bank-note,  rcdecmed  by  receiving  it  for 
indebtedness  to  the  bank,  is  taken  out  of  circulation ;  that 
is,  it  ceases  to  be  currency,  and,  for  the  tinie  being,  is  prao- 
tically  annihilated.  The  circulating  medium  of  the  country 
is  diminished  to  that  extent. 

To  illustrate  this  point,  and  show  how  much  depcnds 
upon  the  quality  or  convertibility  of  a  mixed  currency,  we 
propose  to  take  that  of  the  United  States  as  an  example. 

In  doing  this,  it  will  be  indispensable  that  we  refer  to  the 
statistics  of  banking  institutions,  and  use  the  terms  com- 
monly  employed  by  them ;  and  therefore  we  now  proceed  to 
define  them. 

LIABILITIES  OP  A   MIXED-CURRENCY  BANK. 

1.  Capital  Stock.  —  This  is  the  sum  total  of ,  all  the 
amount  paid  into  the  bank,  to  constitute  its  means  of 
doing  business. 

2.  Circulation.  —  This  consists  of  notes  of  the  bank,  of 
different  denominations,  payable  on  demand,  signed  by  its 
officers,  and  issued  to  circulate  as  money. 

3.  Deposits. — These  include  all  sums,  from  whatever 
source,  that  stand  on  the  books  of  the  banks  to  the  credit 
of  individuals.  They  are  properly  called  imcribed  credits  : 
they  are  nothing  more  or  less.  They  are  all  legally  payable 
on  demand,  in  specie,  to  those  persons  in  whose  names  they 
stand. 

A  more  füll  description  of  their  nature  and  effects  will 
be  given  hereafter. 

Bank  Balance*. — "  Due  to  other  banks  "  and  "  due  from 
other  banks  "  are  terms  used  in  the  official  returns  made  to 
the  Treasury  Department  of  the  United  States. 

They  explain  themselves.  Banks,  like  individuals,  have 
open  accounts  with  each  other.  These,  in  the  aggregate, 
must  balance  each  other ;  but  there  is  often  a  considerable 
apparent  difference,  arising  from  the  fact  that  largo  sums 
are  constantly  in  tranritu. 
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Ab  aflecting  tfae  character  of  a  mixed  currency,  these 
balances  are  an  importaiit  item,  because  they  form  the  most 
explosive  and  dangerous  element.  They  are  ki  deposits  "  in 
their  nature,  certain  to  be  drawn  in  any  sudden  emergencj. 
This  was  strikingly  illustrated  in  the  autnmn  of  1857.  At 
that  time,  the  bauks  in  the  city  of  New  York  owed  some 
sixty  millions  of  dollars  which  had  been  lefl  with  them  by 
distant  bauks  in  order  to  meet  their  own  liabilities.  When 
the  pressure  came  on,  in  September  and  October  of  the  ycar 
meutioned,  these  bauks  began,  of  necessity,  to  call  in  their 
balances. 

Tliis  placed  the  New- York  banks  in  a*  position  of  great 
difficulty.  To  answer  these  calls  wonld  require  a  large  pari 
of  all  their  means ;  while,  at  the  same  moment,  the  mer- 
chäiits  and  business  men  of  the  city  needed  all  the  resources 
they  could  command.  But  the  banks  must  meet  the  drafts 
made  for  their  balances,  or  suspend  at  once ;  and,  accord- 
ingly,  were  compelled  to  cut  off  all  discounts,  or  loans,  to  their 
regulär  customers.  This  State  of  things  could  not  be  long 
endured ;  and  the  merchants  of  the  city,  being  soon  driven 
to  dcspcration,  began  to  draw  upon  their  own  deposits  for 
specie ;  and  thus  a  general  Suspension  took  place,  not  only 
in  the  commercial  metropolis,  but  through  the  country. 

These  balances,  as  they  exist  extcnsively  in  all  great 
cities,  form  the  train  that  ignites  the  magazine,  and  causes 
an  instant  and  general  explosion. 

The  Bank  of  England  was  compelled,  in  1847,  to  obtain  a 
Suspension  of  the  act  of  1844,  by  the  threat  of  the  banking 
houses  to  withdraw  their  balances,  and  again  in  1857. 

Other  Liabilities.  —  These  consist  of  various  obligations, 
which  banks  incur  in  the  course  of  their  transactions  with 
the  public  and  each  other.  They  are  not  large  in  the 
aggregate,  as  compared  with  their  aggregate  liabilities,  but 
must  be  taken  into  the  account.  They  may  be  immediate 
or.  remote  liabilities,  but  are  mostly  immediate. 
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RESOURCES  OP  A   MIXED-CURRENCY  BANK. 

Loans.  —  This  item  includes  the  sum  total  due  the  bank 
from  its  custoraers  for  discount  and  advances,  and  for 
which  the  banks  hold  notes  or  other  obligations,  payable  at 
some  future  time  ;  say,  from  one  day  to  four  or  six  months, 
as  the  case  may  be. 

Stocks.  —  Banks  are  largo  purchasers  of  the  various  State 
and  national  Stocks,  and  also  those  of  towns,  cities,  rail- 
road  companies,  &c.  The  whole  amount  so  held  is  included 
in  the  terra  "  Stocks." 

Real  Estate.  —  A  place  of  business  being  indispensable  to 
the  Operations  of  banking,  buildings  are  erected  for  such 
purposes.  These,  being  often  beyond  the  needs  of  the  bank, 
£re  rcnted  in  part. 

Other  Investments.  —  A  general  term  that  includes  all 
kinds  of  property  the  bank  may  hold,  from  necessity  or 
choice,  not  embraced  in  any  preceding  title. 

Notes  of  other  Banks.  —  As  banks,  in  the  course  of  busi- 
ness, are  constantly  receiving  each  other's  notes,  they  must 
necessarily  have,  in  the  aggregate,  a  largc  amount,  which 
appear  among  their  assets.  Notes  thus  held  in  no  essen- 
tial  particular  affect  the  general  character  of  the  currency : 
they  only  concern  the  relations  of  the  banks  to  each  other. 
In  their  nature,  they  do  not  differ  from  other  notes  in  circu- 
lation  :  they  are  held  by  corporations,  instead  of  individuals. 
They  would  not  assist  a  bank  in  meeting  immediate  de- 
mands,  as  they  are  not  legal  tender. 

Cash  Items.  —  Many  «banks  have  the  practice  of  reckoning 
certain  assets  they  hold  as  equivalent  to  cash,  and  class 
them  as  "  cash  items "  in  their  returns.  For  example,  a 
bank  may  hold  a  check  upon  another  bank  for  a  given  sum, 
which,  in  its  account  with  that  bank,  and  for  many  other 
purposes,  may  be  equally  available  for  the  time  being,  with 
money  actually  in  hand.     Checks  drawn  by  individuals  on 
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othcr  banks,  foreign  exchange,  sight  drafts,  and  the  like, 
are  often  reckoned  among  these  items.  But,  whatever  their 
origin  or  character,  they  add  in  no  degree  to  the  strength 
of^the  currency.  They  may  help  the  individual  batik  that 
holds  them,  äs  compared  with  the  debtor  banks,  but  not  the 
general  mass. 

jßeserved  Profits.  —  Althongh  no  such  item  appears  in  the 
returns  publishcd  by  the  national  government,  it  is  one  of 
Borne  importance.  In  most  banks,  it  is  customaryio  reserve 
a  certain  sum  from  the  profi  ts  of  each  ycar,  to  ensure  against 
unexpected  losses  or  contingencies.  In  some  cases,  this 
reserve  is  large ;  in  others,  small.  In  Massachusetts,  in 
1863,  the  amount  so  reserved  was  nearly  five  millions,  equal 
to  eight  per  cent  on  the  capital.  This,  while  it  does  not  in 
any  way  change  the  character  of  the  currency,  gives  the 
bank  greatcr  ability  to  make  loans.  It  is,  for  the  tiine 
being,  an  increase  of  banking  capital.  It  adds  nothing  to 
the  convertibility  of  current  notes. 

With  tliis  cxplanation  of  the  terms  employcd,  we  proeeed 
to  give  such  statistics  of  the  banks  of  the  United  States  as 
shall  exhibit  the  character  of  the  currency  they  issue. 

Tho  first  point  to  be  noticed  is  the  aggregate  capital  of 
these  banks,  which  we  find  to  be  8421,880,095,  on  the  Ist 
of  January,  1860.  We  have  selectcd  that  point  of  time,  be- 
cause  the  country  was  then  undisturbed,  and  the  currency 
in  its  natural  condition.  This  capital,  as  we  have  already 
explained,  is  the  amount  which  the  banks  have  at  their  com- 
mand,  and  which  it  is  their  business  to  loan  out  to  the  pub- 
lic ;  and,  let  it  be  recollected,  this  is  all  which  they  can  loan, 
except  their  own  credit,  issued  in  the  form  of  bank-notes, 
op  inscribed  in  their  books  as  "  deposits,"  in  exchange  for 
the  notes  of  individuals  or  business  firms  and  corporatious. 

The  next  point  to  be  noticed  is  the  aggregate  of  all  the 
asaets  or  property  of  these  banks ;  and  by  ascertaining  this, 
and  subtracting  therefrom  the  capital,  as  before  stated,  we 
■hall  find  to  what  extent  the  banks  have  loaned  their  credit, 
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and,  of  eourae,  to  what  extent  credit  enters  into  the  cur- 
reocj.  Hie  statistics  are  presented  in  the  fönnof  adiagram, 
as  annexed.     See  Diagram  No.  1. 

Front  the  foregoing.  it  will  be  Seen  that  the  whole 

property  in  possessio»  of  the  banks  was  (Fig.  1)  $887,789,70 
From  which  deduct  the  aggiegate  capital  (Fig.  2)  .  •   421,880,095 

Total  credit  issoed  by  the  banks $465,909,867 

On  this  amoant  the  banks  were  recenring  interest,  or  in- 
come  beyond  that  receired  for  their  actual  capital. 
This  **  total  credit "  issued  bj  the  banks  was  — 

Ita  circulation $207.102,447 

Deposit« 253,802,129 

Total  currency $460,904^76 

It  will  be  obserred,  that  the  "  total  credit "  does  not  ex- 
actly  correspond  with  the  "  total  currency."  This  may  be 
accounted  for  by  the  consideration  that  the  item  of  "  reserred 
profits."  though  given  in  the  returns  of  some  of  the  State 
banks.  are  not  noticed  in  the  returns  made  to  the  general 
governmeut ;  so  that,  as  those  "  profits  "  increase  the  actnal 
capital  of  the  banks,  some  unimportant  discrepancies  may 
be  found  in  the  accounts. 

This  remarkable  difierence,  then,  between  the  capital  of 
the  banks  and  their  property  in  possessio*,  is  the  first  thing 
to  he  noticed  iu  regard  to  the  nüxed-currency  System,  be- 
canse  it  shows  how  it  is  that  large  profits  may  be  made  upon 
mixed-currency  banking.  Interest  is  obtained  upon  twice 
the  amount  of  actual  capital.  This  income,  however,  is 
not  uniformly  distributed  among  the  banks  acting  under  the 
System.     Some  obtain  more :  others,  less. 

We  also  see  why  it  is  that  such  banks  must  be  constantly 
desirous  of  increasing  their  loans,  by  issuing  their  own  credit 
in  the  shape  of  circulation  and  deposits.  The  more  they 
can  get  out,  the  larger  the  income.  This  is  the  motivc  power 
that  ensures  the  constant  expansion  of  a  mixed  currency  te 

10 
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its  highest  possible  limit.  The  banks  will  always  increase 
their  indebtedness  wben  they  can,  and  only  cöntract  it  when 
they  must. 

These  facts  show,  too,  why  a  mixed  currency  exists  at 
all;  viz.,  because  those  who  create  it  make  a  profit  both  on 
their  capital,  and  credit,  and  as  much  on  the  latter  as  the 
former. 

But  still  another  view  of  the  currency  is  necessary,  to 
show  the  preponderance  of  the  credit  over  the  value  element 
in  the  actual  currency :  — 

1860.  Circulation,  as  before $207,102,477 

Deposits 253,802,129 

Whole  currency $460,904,606 

Specie,  or  value 83,594,537 

Pure  credit $377,310,069 

This  will  give  eighteon  cents  and  one  mill  on  the  dollar 
as  the  value  dement,  and  eighty-one  cents  and  nine  mills  as 
the  credit  element,  in  the  entire  currency ;  credit  being  to 
value  as  more  than  five  to  one. 

But  yet  another  view  of  the  System  is  necessary,  if  we 
would  understand  the  true  position  of  the  banks  in  relation 
to  each  other,  in  case  of  an  actual  demand  for  specie,  occa- 
sioned  by  want  of  confidence  or  demand  for  exportation. 

Immediate  liabilities  of  the  banks  of  the  United  States, 
1860:  — 

Circulation $207,102,477 

Deposits 253,802,129 

Due  other  banks 55,932,918 

Other  liabilities i4'661'815$53l,499,339 

Immediate  resources :  — 

Specie $83,594,537 

Cashitems 19,331,521 

Notes  of  other  banks 25,502,567 

Due  by  other  banks 67,233,457  fOK  aaA  AQO 

Exce88  of  immediate  liabilities  over  immediate  re- 
sources  $335,735,257 
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Diagram  No.  2  presents  to  the  eye  the  facts  just  stated, 
and  shows  the  real  position  of  the  banks  in  reference  to  the 
convertibility  of  their  currency. 

It  appears  that  the  banks  owed  over  three  hundred  and 
thirty-five  millions  on  demand,  which  they  had  no  means  it 
their  possession  to  discharge,  but  for  which  they  held  the 
following  ultimate  resources:  — 

Loans $691,945,580 

Stocks 70,344,343 

Realestate '.     .  30,782,131 

Other  investments .  11,123,171 

$804,195,225 

This  relation  between  the  excess  of  immediate  liabilities 
and  the  mass  of  ultimate  resources,  is  exhibited  in  Currency 
Diagram  No.  3. 

Prom  this  vicw  of  the  matter,  we  find  that  the  banks  had 
a  surplus  of  four  hundred  and  sixty-six  millions  for,  the  pay- 
ment,  the  final  payment,  of  their  immediate  liabilities. 

It  is,  therefore,  quite  clear  that  these  notes  and.  deposits 
are  sufficiently  secure,  if  the  loans  and  other  property  of  the 
bank  prove  to  be  reliable.  But  this  is  not  the  main  point 
of  interest. 

The  grandproblem  of  mixed  currency  is  to  realize  enough, 
at  the  necessary  time,  out  of  Fig.  1,  to  meet  the  demands . 
of  Pig.  2 ;  that  is,  from  eight  hundred  and  four  millions  of 
stock,  loans,  &c,  to  meet  the  three  hundred  and  thirty-five 
millions  of  instant  obligations.  The  latter  is  all  payable  on 
demand.  The  former  is,  in  part,  a  permanent  investment ; 
and,  in  part,  falls  due  from  ojie  day  to  six  months  ahead. 

The  question,  then,  upon  which  the  convertibility  of  the 
currency  depends,  is  as  follows :  Will  the  obligations  con- 
stituting  the  item  of  "  loans "  be  paid  in  fast  enough  to 
meet  the  excess  of  immediate  liabilities  over  immediate  re- 
sources ?    That  question  we  shall  answer  in  the  sequel. 


148 


EXCHANGE. 


[BOOK  m. 


CHAPTER  V. 


ANALY8IS    OF    DEPOSITS* 


Oira  analysis  of  mixed  currency  will  be  far  from  complDtc, 
if  we  do  not  give  a  füll  deaeription  of  the  origin  and  charao 
ter  of  depoaits,  as  forming  an  element  moat  dangerous  to  such 
a  currency,  and  generaily  very  niysterioua  in  the  populär 
understandiug. 

Li  the  currency  of  the  United  States,  deposita  com ti tute 
the  largeat  item,  conaideraüly  exeeeding  the  circulation. 

The  natura  of  these  deposits  has,  until  witlrin  a  very  few 
yeara,  been  a  matter  of  serious  disagreement  amongst  those 
who  ought  to  be  well  acquaiuted  with  their  uature  and 
effeeta.  To  present  the  subjeet  in  such  a  light  that  it  sball 
be  elearly  understood,  we  niust  earefully  examino  it  in  all 
ita  details. 

First)  What  are  deposits  ?  We  have  already  defined 
them  as  credit»  given  to  individuals  in  the  books  of  the 
banks,  for  wbich  tbey  aro  authomed  by  law  to  demand 
the  speeie. 

Sseondtif)  Efow  do  they  arise?    In  various  ways. 

1.  A  eustomer  may  depoait  com,  and  have  the  amount 
passed  to  bis  credit,  The  proportion  thus  depoaited  ia  inii- 
niteaiinally  sniall,  eompared  with  the  aggregate  deposits: 

2.  Ile  may  deposit  ehecka,  drawn  by  himself  or  othera, 
on  other  bauks. 

3.  He  may  depoait  the  natea  of  the  same  or  other  banka, 

4.  Ho  may  deposit  the  not§a  of  individuals,  or  bills  of 
exchange  raaning  to  maturity ;  and,  when  they  are  eolleeted, 
the  amount  will  be  passed  to  hia  credit. 

5.  Tbc  cua tomer  may  get  hia  own  notea,  or  the  notes  of 
othera,  discounted  at  the  bank,  and  the  amount  is  passed  to 
bis  credit ;  and  tliis  last  is  the  origin  of  the  greater  pari  of 
all  depoaite* 
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Of  these  different  kinds  of  deposits,  it  will  be  observed 
that  only  one,  and  that  a  small  one,  was  in  specie ;  and  yet 
the  bank  has  promised  to  pay  specie  on  demand  alike  for 
all.  But  it  must  be  observed,  that,  while  all  these  stand 
legally  on  the  same  basis,  as  a  matter  of  fact  they  are 
practically  held  by  the  banks  upon  different  conditions, 
expressed  or  implied.  They  may  be  divided  into  three 
kinds :  — 

First,  Permanent  or  compulsory  deposits,  made  by  busi- 
ness  men  wishing  for  bank  aocommodations,  in  order  to 
secure  larger  loans. 

Second,  Piduciary  or  trust  deposits,  made  wholly  for 
temporary  safe  keeping,  by  exccutors,  guardians,  treasu- 
rers  of  corporations,  &c,  who  are  receiving  funds  to  be  paid 
out,  or  invested  at  a  future  pcriod. 

Third,  Active  deposits,  made  by  business  men,  to  be 
withdrawn  to  meet  their  current  payments. 

It  will  be  necessary  to  explain  these  different  deposits. 

The  permanent  or  compulsory  deposits  are  not  used  at 
all  by  those  who  make  them.  They  are  made  with  the  tacit 
understanding  that  they  are  to  remain  in  the  bank,  and  not 
be  drawn  upon.  They  are  made  to  secure  favors  from  the 
bank,  and  in  order  to  show  ä  "  good  account."  No  bank, 
perhaps,  compels  its  customers,  by  any  law  or  rule,  to  do 
this ;  but  custom  in  such  a  case  is  as  imperative  as  law. 
Banks  are  conducted  wholly  with  reference  to  profit,  and 
the  most  profitable  accounts  will  secure  the  most  liberal 
discounts. 

These  deposits  constitute  a  permanent  loan  to  the  banks, 
without  iiiterest ;  and  the  banks  can  loan  the  same  to  their 
customers  upon  interest.  It  is  one  of  the  forms  in  which  a 
bank  may  secure  extra  interest  in  a  legal  way ;  but  it  is 
done  at  the  expense  of  those  who  make  the  deposits. 

This  und  of  deposits  forms  a  very  dangerous  element  in 
the  mixed-currency  System,  for  the  reason,  that,  when  the 
merchants  of  any  great  city  are  driven  to  desperation,  they 


150 


EXCHAKGB. 


[BOOK  m. 


inay  Jemand  these  deposits  in  speeie,  and  then  the  hanks 
taust  BUgpenil.  This  was  done  in  New  York  in  Oc  tober, 
18 "h,  u>  heforu  stutcd.  The  merchants  saw  clearly,  that, 
unlesg  the  banks  would  inake  discoiuits,  they  conld  not 
ineet  their  engagements.  The  banka  rofused  to  do  this, 
bremse  they  eonld  not,  and  continuo  to  pay  specie.  The 
hktcIiuiiLs  then,  by  concerted  aetion,  called  for  their  dcpoa- 
;  and  the  bajiks  theruselves  BUflClWibeä. 
Thia  will  alwaya  be  re-enacted  in  a  time  of  great  pressure, 
if  the  mixed-cuiTCney  aystem  ia  continucd.  It  is  the  onJy 
rcmedy  which  the  mercantile  intercst  has  witliin  its  power, 
It  ia  properly  used,  beoaiäde  the  banks  have  no  right  to  make 
promises  which  they  know  perfectly  well  they  eannot  keep. 

Anuther  ubjeütioiiable  consideration  ia,  that  these  deposita 
greatly  and  unnecesaarüy  enlarge  the  iniroediate  liabilities 
of  the  banks,  and  give  them  a  frightfui  prcponderance  over 
the  imniediate  nieans  of  payment.  This  injures  the  credit 
of  the  banks  in  titnes  of  pressure*  All  aagacious  financiers 
look  with  suspieiou  on  institutions  owing  teil  Of  fifteen  dol- 
lara  on  demand  ibr  evcry  dollar  they  bave  in  their  poeaaa- 
sion.  On  the  2iUh  of  August,  1867,  the  bauks  of  the  city 
of  New  York  ovr&$  fui  öighty-fou?  millions  ibr  deposita  and 
nine  millions  for  eirculation, —  in  all,  ninety-three  mil- 
liong, —  and  liad  but  nine  millions  of  specie* 

Here,  perhaps,  it  is  proper  tu  reuiark,  that  this  kind  of 
deposita  Is  probably  nnknown  in  any  uther  country  than  the 
United  States*  In  England,  für  sxample,  the  rate  of  inter- 
cst is  not  arbitrarily  fixed  by  governnient,  bot  fluetuatca 
froni  thne  to  time,  aecording  to  the  lawa  of  currency  and 
the  deraanda  o£  trade,  Cousequentlyj  there  is  no  occasion 
for  this  indirect  niode  of  obtaining  extra  interest,  so  com- 
mon in  aome,  if  not  all,  the  commerciai  cities  of  the  Ameri- 
can Union. 

üompulaory  deposite  meau,  simply,  extra  interest;  bat 
that  intercst  is  j»;üd  in  a  inanncr  most  bürden  »ome  to  the 
depoaitors,  and  most  dangerous  to  the  banks*     The  forroer 
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must  lie  out  of  a  considerable  part  of  capital  which  they 
need  in  their  business ;  the  latter  must  enlarge  thcir  de- 
posits  to  a  most  unreasonable  extent,  and  place  themselves 
at  the  mercy  of  the  depositors  in  any  time  of  severe  pres- 
sure or  panic. 

Of  the  second  class  of  deposits,  viz.  those  on  trust  or  for 
safe  keeping  merely,  it  may  be  said,  that  they  are  perfectly 
legitimate,  and  may,  to  a  certain  extent,  be  loaned  by  the 
banks  with  safety.  They  should  be  so  loaned  for  the  advan- 
tage  of  the  public,  and  thus  no  capital  be  left  unemployed. 
An  obvious  benefit  arises  to  all  parties :  the  depositor  has 
his  money  securely  kept,  the  borrower  has  the  use  of  it, 
and  the  bank  rightfully  gets  interest  upon  so  much  of  the 
suin  as  it  has  loaned. 

The  third  class  of  deposits  may  be  described  as  follows :  — 

(a)  A  business  man,  who  is  making  sales  each  day,  will 
receive,  in  payment,  notes  of  all  the  different  kinds  in  cir- 
culation.  He  will  also  receive  checks  on  different  banks. 
All  these  he  will  deposit  in  bank ;  and  the  amount  is  passed 
to  his  credit,  and  becomes  a  bank  deposit. 

(fi)  He  will  also  receive  notes  of  hand,  drafts,  and  bills 
of  exchange,  in  payment.  All  these,  when  nearly  due,  he 
will  deposit  in  bank ;  and,  when  paid,  they  are  passed  to  his 
credit. 

(c)  Or,  if  he  desires  to  anticipate  the  payment  of  such 
notes,  he  may  ask  the  bank  to  deduct  the  interest  (and 
exchange,  if  there  be  any),  and  place  the  amount  to  his 
credit ;  and  this  the  bank  will,  in  ordinary  circumstances, 
be  ready  to  do ;  and  the  amount  so  passed  to  the  credit  of 
the  customer  will  constitute  a  part  of  the  deposits  of  the 
bank. 

ARB  BANK   DEPOSITS  CURRENCY? 

Lord  Overstone,  one  of  the  best  authorities,  has  main- 
tained  the  negative ;  but  most  writers  *  in  this  country  take 

*  We  do  not  know  of  any  intelligent  writer  in  this  country  who  now 
denies  that  deposits  are  as  truly  currency  as  the  circulation  itself. 
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the  affirmative  side  of  the  question:  indeed,  there  are,  at  the 
present  tinie,  few,  if  any,  wbo  doubt  tliat  depomts  are  cur- 
rency ,  The  New- York  Board  of  Currency  has  given  its 
verdiet  unequivocally  as  follows :  u  They  ctm&titute  at  thts 
time  five-xixih*  of  tke  aetive  currency  of  tJtu  elly™  See  the 
officio!  report  of  tliat  associatiou  lbr  November,  1858,  No 
array  of  autboriüca,  however,  but  au  examination  of  facts, 
Hhuuld  determiue  the  question. 

Deposits  are  au  imtrmnnitnHty  by  wbich  by  far  the 
greatest  aiuomit  of  values  are  transferred  in  comnicrcial 
centim,  Thoy  dLseharge  debts,  purchase  comniüdities>  and 
peribrm  all  the  funetions  of  currency* 

For  example,  A  has  a  deposit  in  the  Merchants'  Bank. 
He  purchases  of  B  a  bill  of  Bugars,  aniounting  to  ten 
thousand  dollars,  and  pays  for  the  same  with  a  check  on 
that.  baiik,  with  whieh  B  eitlier  draws  the  notes  or  specie  of 
tibe  liuuk,  or  has  the  check  paased  to  bis  credit  by  the  bank. 
Thiß  transaction  has  been  equivalent  to  the  transfer  uf  ton 
thousand  dollars  in  value  froin  one  party  to  the  othor* 

If  A  owod  B  a  note  of  ton  thousand  dollars,  he  might  pay 
it  in  the  same  way. 

Now,  what  difference  did  it  make  to  A  whether  he  had  ten 
thousand  dollars  of  bank-notes  in  bis  tili,  or  an  equal 
aniount  to  bis  credit  in  the  bank  ?  Clearly,  not  the  slight- 
est*  One  was  as  truly  currency  as  the  other.  If  A  was 
pondering  t!n'  questiim  whether  ho  should  purchase  the 
sugar  for  cash  (i.e.,  immediate  payment),  did  not  tho  con- 
MBOUSneaa  that  he  had  ten  thousand  dollars  to  his  credit 
in  bank  operate  on  his  decision  preeLsely  to  the  same 
*?xtenl  as  if  he  had  ten  thousand  dollars  of  bank-notes  in 
his  porket-liook  ?  Undoubtedly.  Where,  tlien,  is  the  dif- 
fareooe  i  And,  if  all  this  would  be  true  in  the  case  of  A, 
then  in  the  case  of  any  one  siurilarly  situated  ;  and  therefore 
we  must  coiiclude,  tliat  deposits  are>  in  their  nature  and  iu- 
rhionce,  of  the  same  character  as  bank-notes,  and,  of  course, 
are  currency. 
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All  bankers  and  business  men  are  well  satisfied  that 
deposits  are  even  more  active  by  far  in  transferring  values 
than  the  bank  circulation ;  that  a  much  greater  number  of 
exchanges  is  made  with  deposits  than  with  an  equal  amount 
of  bank-notes. 

A  little  reflection  will  satisfy  any  one  that  such  is  the 
fact.  The  sum  of  ten  thousand  dollars,  for  example,  might 
easily  pay  in  a  single  day,  in  ten  different  transfers  by 
checks,  a  total  of  one  hundred  thousand  dollars. 

This  would  not  be  an  extravagant  supposition;  but  it 
would  be  quitc  improbable  that  bank-notes  make  ten  pay- 
ments  in  a  single  day. 

The  efficiency  of  money,  or  its  Substitutes,  depends  greaÜy 
upon  the  rapidity  with  which  exchanges  are  made.  John 
Stuart  Mill  recognizes  this  principle ;  and  it  is  a  very  obvi- 
ous  one.  It  is  on  that  principle  that  we  see  the  propriety 
of  admitting,  that,  although  the  active  deposits  in  bank  may 
be  less  than  its  notes,  yet  the  greater  rapidity  with  which 
they  are  used  makes  the  whole  amount  equivalent  in  their 
effects  to  an  equal  amount  of  bank-notes. 

The  currency  of  any  country  is  as  its  quantity  multiplied 
by  the  rapidity  of  its  circulation.  This  consideration  will 
lead  us  to  regard  the  whole  amount  of  deposits  as  equal  in 
effect  to  an  equal  amount  of  circulation. 

STOCKS  AS  IMMEDIATE  BESOURCES. 

Here  it  may  be  proper  to  explain  why  we  have  not  placed 
the  item  of  "  Stocks  "  held  by  the  banks  amongst  their  im- 
mediate  resources.  Many  persons  seem  disposed  to  regard 
them  as  such.  But,  so  far  as  the  quality  and  character  of 
the  currency  are  concerned,  the  Stocks  held  by  the  banks 
do  not  essentially  differ  from  any  other  securities.  Sup- 
pose  a  severe  pressure  for  specie  comes  on,  what  can 
they  do  with  them  ?  Force  the  sale,  and  realize  the  money 
for  them?     This  cannot  be  done,  of  course,  at  such  a 
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-r**  **räe*r:  \w*idg»,  if  they  do  this, 
•^rr-  ar  lie  Stocks  sold  ?  Their 
TIwtpt  [ft  aothing  eise  in  which 
ä  >-  jui  .»r.  3ur  if,  after  having  received 
~  ii*  nw.  hfrv  /rAun*  again  to  loan  them, 
ncr*ni:r  w  .*>  mnch,  and  increase  the 
r-  oL  hat  amoant ;  if  they  do  reloan 
Ttt  _jüjt  :>r  .ar=-  jsiaed  .10  relief  to  themselvos  by  the 
"u*^-=-  -—  "1*  -r?ac  Myzez  ieaired  is  to  relieve  the  pres- 
«c?  j  j**w^  5fr  <&i£  .rf  the  Stocks  will  have  the  op- 
*k     scz.      5±siä    "hey   cannot   be    regarded    as    the 
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. — ^rrrfTAiiöss  in  quantity  and  quality. 

"▼e  lasrs»  •Triaiiafi  iie  lrzaaization  of  mixed-currency  in- 
^BmciMi».  z&  nanfeST  if  ufaeir  Operations,  the  quality  and 
.onn  1  -eir  a»*Ä».  V-»  posg  now  to  consider  this  cur- 
toi-t  a  3  -*^rsi  .-nanüin*  co  ihe  public  woalth.  Such  an 
auiur^  *üL  uKs&siti  xr^tf  ar^ftilness  and  impartiality,  and 
Ulla«  'rnminrir  ü»  mshie  in  •ietail. 

T*-    atw  -rw>  ^rnna  ijißsdoos  which  arise  naturally  at 


".55»  >¥ö-  t  n*riirai  «csdkrtorily  the  functions  of  mon- 
"Jf  «e  Mts^^r  -ih&  znqnirr  fovorably,  wo  have  still  to 


iL  TTät»  juti  jüw  ctk.  *re  its  effects  011  public  inter- 

ww*  in»  inoer  -sfecc*  of  value  currency  ? 

TJfcft*  iiwsiuus  »c-  »  5dl  of  interest  to  all  the  dcpart- 

w*nn   *  *wäü*l  m  *>  ieeplj  obecured  by  prejudice  and 

M*e*K*a»sfc*ftra*.  uu£  sre  so  especially  important  at  the 

;  iunr  zfäciLskKi  will  be  protracted  through 
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18t,  DOES  A  MIXED  CURRENCY  8ATISFACTORILY  PERPORM  THfi 
FUNCTIONS   OP  MONEY? 

Those  fiinctions  are  as  already  stated,  —  to  act  as  a  me- 
dium of  exchango,  and  to  be  a  Standard  of  value. 

Does  a  mixed  currency  perform  them  well  ?  We  answer, 
no.  The  essential  quality  of  such  a  currency,  which  unfits 
it  to  act  well  as  either  a  Standard  of  value  or  a  medium  of 
exchange,  is  this :  — 

IT  IS  NOT  GOVERNED  BY  THE  LAWS  OP  VALUE. 

It  is  subject  to  quite  other  laws.  It  varies  as  to  its 
volume  and  character ;  but  we  do  not  find  that  it  does  this 
out  of  respect  for  value.  The  great  principle  of  value  is, 
demand  creates  supply ;  supply  satisfies  demand.  They 
are  measured  against  each  other,  and  are  found  equal. 
There  is  no  supply  which  demand  does  not  call  for :  there  is 
no  supply  which  is  not  enough  for  demand.  And  the  reason 
for  this  perfect  equality  is  that  value  cannot  exist  without 
labor.  The  same  cause  that  increases  supply,  expands  de- 
mand to  the  same  proportions :  the  same  cause  that  restricts 
supply,  reduces  demand  correspondingly. 

A  mixed  currency  is  not  regulated  in  this  way.  In  so 
far  as  it  has  not  value,  it  is  not  controlled  by  the  laws  of 
value. 

It  is  put  out  or  taken  in  by  bank  managers  at  their 
pleasure,  and  for  their  profit.  It  is  not  produced  by  labor. 
This  last  fact  removes  the  gravitation  which  alone  can 
secure  a  currency.  It  makes  it  a  thing  to  be  blown  about 
by  every  breeze,  carried  up  or  carried  down  with  the  cur- 
rents,  or  whirled  around  in  the  eddies  of  trade.  It  should 
be  stable,  and  not  sport  for  the  winds.  There  should  be 
a  reason  for  the  putting-out  or  taking-in  of  every  dollar  of 
money;  and  that  reason  should  be  found  in  the  laws  of 
value. 
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Now,  this  law  controls  the  expansion  or  contraction 
ef  money,  or  a  value  currency.  If  it  h  inereased,  üb  it  niay 
be  in  the  natural  coürse  of  commercial  transactious,  it  is 
because  actual  money  lias  been  brought  into  the  country  by 
the  balancc  of  trade;  but  a  mixed  currency  is  increased 
by  the  voluntiuv  and  interested  actiüii  of  bauk  inanagers, 
without  regard  to  the  law»  of  value,  and  without  the  addi- 
üon  of  a  dollar  to  the  real  money,  or  wcalth,  of  the  country. 
The  iucrea3e  of  money  by  importation  takes  place  in  obe- 
dience  to  causes  that  ai%  gradual  and  apprcciablu ;  and  any 
one  who  watehes  tlie  couree  of  commerce  can  antieipate 
its  arrivaL  If  it  comes  in  execss,  from  any  unusual  source, 
it  easily  and  naturally  passes  off  to  other  cöuntries,  tili  the 
balance  is  restored.  Real  money  is  likc  the  water  of 
the  globe,  rising  aud  falling  by  natural  laws>  and  keeping 
ita  level  by  its  own  mobility.  If  a  redundance  exists  in  one 
spot,  there  is,  for  that  reason,  a  defieiency  somewherc  eise, 
Where  it  ist  it  is  less  valued ;  where  it  is  notj  it  is  the  more 
desired  ;  and  the  equilibrium  is  soon  restored.  No  artificial 
appliaaces  or  legal  tmaetments  are  needed  to  keep  true 
money  at  a  level  the  world  over* 

We  have  fouud  that  the  quantity  of  a  mixed  currency  is 
not  governed  by  the  law»  of  value.  Do  we,  then,  find  that 
it  is  cmitrolled  by  aeeident  ?  It  wouid  be  better  so,  for 
there  would  be  more  chances  of  its  Coming  right.  But, 
ou  the  contra  n\  we  find  laws  positively  mischicvöiis  sub- 
stituted  for  the  wholesome  Operation  of  supply  and  de- 
maad. 

Firsthu  Of  expansion.  The  more  that  is  issued  of  a 
mixed  currency,  the  more  will  be  wanted,  The  supply 
does  not  satisfy  the  demand :  it  excites  it.  Like  an  un- 
natural  Stimulus  taken  into  the  human  System*  it  createa 
au  inercasiiig  desire  for  more  ;  and  the  more  it  is  gratified, 
the  more  insatiable  are  its  cravings. 

There  are  two  reasons  for  thia:  one,  that,  as  the  currency 
is  expanded,  prices  are  raiaed  correspondingly*  and  ntore 
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currency  is  demanded  to  effect  the  same  exchanges;  the 
other,  that  the  speculation  inevitably  following  the  rise  of 
prices  leads  to  an  enormous  extension  and  repetition  of  in* 
debtedness,  which  requires,  for  its  discharge,  a  greatly 
increased  amount  of  the  circulating  medium.  Tims,  by 
the  action  and  interaction  of  these  causes,  the  demand 
for  the  issue  of  this  kind  of  currency  is  certain  to  be  great- 
est  when  it  is  already  redundant.  All  this,  of  course,  is 
quickened  and  helped  by  the  fact  that  the  manufacturers 
of  this  currency  are  ready  and  eager  to  crowd  upon  the 
public  all  it  will  take,  like  a  very  earnest  friend  who  thrusts 
his  purse  into  your  hand  before  you  are  quite  decided  that 
you  wish  to  borrow. 

Secondly,  Of  contraction.  We  have  seen  the  forces  that 
raise  the  currency  higher  and  liigher.  We  have  not  seen 
that  it  is  done  for  the  public  good,  or  in  obedience  to  a  call 
of  trade.  We  might  suppose  that  there  would  be*  an 
unending  progress  in  this  direction,  tili  any  degree  of  ex- 
pansion  should  be  reached,  inasmuch  as  the  law  of  value 
does  not  govern  a  product  into  which  the  element  of  la- 
bor  does  not  enter.  It  is  not,  thercfore,  the  expense  of 
multiplying  it,  nor  is  its  increase  limited  by  any  consideration 
of  utility.  If  every  dollar  of  credit  were  called  a  million 
dollars,  it  would  efifect  an  exchange  just  as  well.  The  only 
difference  would  be  the  work  of  adding  six  ciphers  in 
accounting.  No :  the  cause  that  limits  the  expansion,  and 
finally  produces  contraction,  is  the  liability  of  the  notes 
to  be  presented  for  payment  in  money. 

The  occasion  for  this  cause  to  operate  may  be  almost  any 
thing, — a  political  convulsion,  an  adverse  balance  of  trade, 
a  failure  of  some  large  trading  or  banking  Company,  or  an 
unaccountable  mood  of  the  populär  mind. 

We  will  take  that  one  which  is  most  common  and  sensi- 
ble, — an  adverse  balance  of  trade.  If  it  be  large,  the  demand 
for  specie  which  it  occasions  will  create  a  profound  Sensation 
among  the  banks.    With  actual  money,  there  is,  under 
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theac  cireunistniiees»  no  raison  R»  öxdtemeiri   Dr  aUrtn: 
million   dollam  of  the  currency  will  diachargc  (hat 

amouiit    Of  debt  abroad,   und    Hm*   cnnviH-v   ;it    komo 
dUCCd  bat  so  rauch.     A  mixcd  currency  ha«,  in  il.s^tf,  no 
power  whatever  ho  sstisfy  a  foreign  ereditor.    11  tan  million 
dollarfl  are  tobe  paid  abroad,  it  nmöl   be  taken  frora 
gpocie  of  tho  banks ;  the  baais  of  the  cur: 
dimiamhed,  and  the  oircul&tion  must  be  eurtaih 
ingly ;  tbat  is,  notes  must  be  brought  in,  and  not  püt  out 
again  tili  the  basis  is  restored,    li"  tln*  proportion  of  Kpecle, 
a±*  m  the  case  ou  an  average  in  tliis  conntry«  is  only  >w 
one  to  five  of  notes,  theu  the  export  of  ten  million  i 
abroad  must  cause  a  contraction  to  the  extent  of  fifn 
Hon  dollars  at  home.     The  removal  of  so  much  cum 
and  of  lhat  Wy  p&ri  which  circulates  most  activcly,  i 
Htringeney ;  and  stringeuey  causes  suspicion,     Let  ah 
ten   millioiiB  be  called  for  out  of  the   apecie  basis,  mi 
atTairs  will  become  very  criticaL     The  legitimato  oife 
the  export*  so  far,  would  be  to  eontract  the  currency  one 
hundred  million  dollars;   bat  anotker  cause  i*  iutrod 
dow.    Vaguc  apprehensions  abound,  evcrylK>d^  gets  pru 
mauy  are  soiured.     Here  is  another  reason  for  contrad 
Witb    a    valne    currency,  the    faet   that    it    was    eapeciallj 
wauted  would  be  a  reason  wliy  it  shnuld  stay,     Not  80 
credit  monity  ;  it  WOHft  bear  to  bc  looked  in  the  ÄC 

It  is  hardly  mecssary  to  traee  the  course  of  contracti 
they  are  so  familiär  to  the  American  mind. 

The  banks  know  their  owu  position  better  than  any  <wt< 
eise»     They  liridcrstand  precisely  wbat  they  taust  do.    The 
act  instantancously.     They  curtail  their  loaug.     They  kn<n 
that  trouble  is  at  band,  and  they  propoae  to  meet  it  io 
best  way  for  themselvcs.     They  know  that  their  nutes  m*J 
now  prove  their  min,  and  they  propose  to  get  them  ou 
the  way  as  fast  ns  posaiblo. 

Tbere  are  two  classes  of  banks :  — 

Ist,  Thoae  who  transaet  all  their  businoss  in  an  honor- 
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able  manner,  and,  so  far  as  the  nature  of  the  currency  they 
issue  will  admit,  on  a  secure  basis.  They  are  careful  not 
to  extend  their  loans  beyond  their  means,  and  they  keep  a 
respectable  amount  of  specie. 

2d,  Those  who  get  out,  and  keep  out,  all  they  can,  and 
earry  their  circulation,  deposits,  and  loans  as  high  as  pos- 
sible,  without  regard  to  the  specie  in  their  vaults.  This 
class  is  numerous,  especially  among  those  of  small  capital. 
They  rely  on  their  baseless  circulation  for  extraordinary 
profits. 

In  casc  of  a  demand  for  specie,  the  latter  class  are  obliged 
to  call  for  assistance  from  the  former,  who,  willing  or  un- 
willing,  are  equaJly  obliged  to  give  it.  The  "  feeble  banks  " 
must  be  sustained,  or  the  whole  systcm  will  bo  suspected. 
If  these  be  allowed  to  dishonor  their  notes,  a  run  will  be 
made  at  once  on  all  the  rest ;  and,  having  as  we  see  only 
one  dollar  in  five  to  pay  with,  they  must,  of  course,  soon 
stop  paying  altogether. 

It  should  be  borne  in  mind  that  these  contractions  and 
expansions  are  not  imaginary,  not  possible  only,  not  merely 
occasional,  nor  at  all  local,  but  occur  frequently  and  every- 
where  within  the  field  of  such  a  currency. 

It  is  commonly  said  that  the  banks  only  incrcase  their 
issues  as  demanded  by  the  wants  of  trade ;  that  they  extend 
their  credits,  because  the  public  require  them  as  business 
facilities. 

If  this  were  true,  it  would  be  of  no  .consequence  in  the 
discuösion;  because,  the  laws  of  value  having  been  dis- 
turbed  in  this  matter,  the  demand  is  no  longer  normal. 
We  have  no  longer  the  assurance  that  trade  will  call  into 
use  just  that  amount  of  currency  which  it  needs. 

But  it  is  not  true.  The  movement  always  commences 
with  the  banks.  When,  by  ä  monetary  revulsion,  their 
circulation  and  deposits  have  been  reduced  so  low  that 
they  feel  safe  in  commencing  another  expansion,  the  panic 
being  over,  the  banks  begin  to  offer  extraordinary  induce- 
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menta   to  tlieir  customera  to  borrow  money*     They  will 

diacount  all  good  paper  ofFercd,  even  if  it  lata  i  lang  thno 

to  ran*     It  is  not  uaconuiMHi,  ai  such  tdmes.  to  Bolicit  tlie 

* 

privilege  o£  making  loans.*  As  soon  as  this  stato  of  things 
takeä  place,  all  business  ruen  begin  tpecuhitive  Operations  ; 
for  priees  have  begoa  to  risc.  BßfiGttkäloii  will  give  a  stille 
gVdtttfif  rim  to  prices,  and  cause  a  .still  grcatcr  demaud  for 
currency.  The  expansive  forco  is  uow  in  füll  Operation, 
and  is  snre  to  inurease  in  power  tili  by  revulsion  the 
equilibriuin  is  restnrod. 

But  it  may  be  asked,  are  there  not  natural  tides  in  bust- 
ness,  irrc&pectivo  of  a  niixed  currency?  Cortuinly  ;  bttt 
the.y  aro  nover  aggravuted  Qjr  intensified  until  they  end  in 
panic  or  nun.  They  are  calculable  and  heakhful.  They  aro 
teste  of  bnnoOMi  eharacter,  They  may  go  to  the  extent  of 
exjKJöing  tlie  omptinoss  of  bad  coneerns,  bat  never  destrny 
tliat  are  good*  When  they  ntcur,  mouey  will  be 
wanted  to  puy  dohts;  but,  wben  onc  debt  is  patd,  there  is 
jusi  Hfl  mueh  üioney  as  betöre  with  which  to  pay  others, 
93m  pressure  does  not  annibüate  any  pftrt  of  tlie  cur- 
rency,  The  party  who  reeeives  a  payment  doos  not  put 
the  money  away  in  vaults,  not  to  appear  again  tili  tho  emia 
is  past  Tho  means  of  payment  can  be  rodaeed  only  by 
tho  aiuount  aetually  sent  out  of  the  couutry.  Gold  and 
silver  aro  as  little  injtired  by  panio  as  by  fin\ 
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TABLES   AND   DIAOBAMS   OF   M1XED-CUÜHENCY   FLUCTUATIONS, 

We  bave  shown,  from  the  reason  of  the  case>  tbat  a  mixed 
currency  is  not  govemed  by  tho  law«  of  value  ;"  and  that 
therefore  its  variations  are  controlled  by  other  prineiples, 

•  This  ta  withiü  the  pewümü  knuwleügc  of  Uiv  writer  at  u  tank  director. 
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which  give  no  guaranty  to  the  public  good,  but,  on  the 
contrary,  threaten  great  mischicf  to  the  Community,  both 
by  expansion  and  contraetion. 

We  now  propose  to  show,  by  facta  taken  from  official 
statistics,  that  such  fluctuations  are  frequent  and  violent. 

We  introduce  a  diagram,  carefully  prepared,  for  the  puiv 
pose  of  showing,  in  the  most  compact  and  striking  form, 
these  fluctuations  of  the  currency,  beth  in  quantity  and 
quality. 

The  following  table  exhibits  the  fluctuations  in  the  ab- 
solute quantity  of  the  mixed  currency  (circulation  and 
deposit)  of  the  United  States  from  1834  to  1859  inclusive, 
a  period  of  twenty-six  years. 


Table  I. 

1834  .  . 

.  .  170,000,000 

1847  .  . 

.  .*  197,000,000 

1835  .  . 

.  .  186,000,000 

1848  .  . 

.  .  231,000,000 

1836  .  . 

.  .  255,000,000 

1849  .  . 

.  .  205,000,000 

1837  .  . 

.  .  276,000,000 

1850  .  . 

.  .  240,000,000 

1838  .  . 

.  .  200,000,000 

1851  .  . 

.  .  284,000,000 

1839  .  . 

.  .  225,000,000 

1852  .  .  . 

.  328,000,000 

1840  .  . 

.  .  182,000,000 

1853  .  . 

.  348,000,000 

1841  .  . 

.  .  172,000,000 

1854  .  .  . 

.  392,000,000 

1842  .  . 

.  .  146,000,000 

1855  .  .  . 

.  377,000,000 

1843  .  . 

.  .  114,000,000 

1856  .  . 

.  .  408,000,000 

1844  .  . 

.  .  159,000,000 

1857  .  . 

.  .  445,000,000 

1845  .  . 

.  177,000,000 

1858  .  .  , 

.  341,000,000 

1846  .  .  . 

.  202,000,000 

1859  .  .  , 

.  452,000,000 

These  facts  are  collected,  as  nearly  as  possible,  from  the 
returns  made  at  the  beginning  of  the  years  mentioned. 
Therefore  the  contractions  or  expansions  made  during  a 
year  do  not  appear  tili  the  return  of  the  next  year.  Por 
example,  the  great  contractions  of  1837  and  1857,  beginning 
several  months  after  January,  do  not  exhibit  their  effecte 
tili  the  currency  returns  of  the  years  1838  and  1858. 

ll 
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Diagram  No.  4  exhibits  the  fluctuations  in  the  currency 
(circulation  and  deposits),  and  also  the  proportion  of  specie, 
from  1834  to  1859  inclusive,  both  reckoned  per  capita. 

The  upper  linc  indicates  the  currency,  the  lower  the 
specie,  and  show  the  fluctuations  of  both. 

In  the  last  diagram,  wo  see  distinctly  the  actual  fluetuar 
tions  in  the  currency,  because  its  amount,  at  the  several 
periods,  is  reckoned  per  capita.  Tliis  is  a  far  more  correct 
modo  of  getting  at  the  real  changes  than  taking  the  absolute 
quantity. 

Tlic  diagram  is  prepared  from  a  table  published  by  the 
Massachusetts  Bank  Commissioners,  in  their  Report  of  1861, 
furnished  by  J.  V.  Yatman,  Esq.,  of  New  York,  to  whom 
the  public  are  indebted  for  valuable  contributions  of  a  Sta- 
tistical charaetcr. 

The  upper  line  shows  the  fluctuations  in  the  quantity  of 
the  currency :  the  lower  line  indicates  its  quality  from  time 
to  time. 

The  following  table  shows  the  extreme  fluctuations  in  the 
quantity  of  the  currency  of  the  United  States  per  capita,  at 
different  times,  with  the  corresponding  variations  per  cent 
in  its  quality:  — 

Table  IL,  sharing  the  Extreme  Fluctuations  in  the  Currency  of  the  United  State» 
per  Capita  at  different  Times,  uith  the  Corresponding  Variations  in  its  Quahty}  or 
tht  Proportion  of  Specie  heldfor  its  Jtodetnption. 


Yaara. 

Cnirrnrj 
parraulta. 

11.82 

Flaetoatlona. 

Per 

cwnt. 

Quality,  or  »pect« 
to  ctrculatlon. 

Variation*  in  qoaNrj. 

Far 

cent. 

1884 

# 

16J  to  100 

. 

•1887 

17.61 

Expansion 

60 

13*  to  100 

Depreciation 

"t 

1840 

10.70 

Contraction 

89 

18    tolOO 

Improvement 

88 

1848 

6.18 

^% 

42 

29    tolOO 

61 

1846 

9.94 

Expansion 

61 

21    to  100 

Depreciation 

36 

1849 

9  18 

Contraction 

7 

21    tolOO 

Stationarv* . 

0 

1853 

18.81 

Expansion 

46 

16*  to  100 

Depreciation 

27 

1866 

18.98 

18 

14    tolOO 

10 

•1867 

16.60 

11 

18    tolOO 

7 

1868 

11.66 

Contraction 

26 

22*  to  100 

Improvement 

78 

1869 

14.90 

Expansion 

28 

28    tolOO 

»i 

2 

•  Years  wben  tbe  banks  suspended.  Obeerre  the  great  expansion  between 
the  jtm  1884  and  1887  of  aorae  fifty  per  cent;  and  between  1849  and  1867 
of  tom  MTenr/  per  cent. 


36 


An 
Capila  j — l 

$17..  _ 

-16 

«15 
-14 


1T.S.4.. 


Ar 
Capila 

$17 


Sharing  a\*  /tuduaUcn  cf  in*    carrßncjr 

t>f  the  United  StaUs «16 

and  lh*  propcrticn   of  sptcie  U 
Cireulaticn    and  ßfipvsils. 


tirculalwn  and  Deposits  per  Capita 
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Tablk  III.—  The  foOowing  Table  cxhibits  the  Compositum  of  the  Mixed  Currtncies 
of  the  several  States  ofthe  Union,  Jan,  1, 1660;  that  ig,  the  Percentage  of  Specie  to 
tht  Gradation  and  Deposits  in  the  Currency  ifeach  State  :  — 


Louisiana  .  . 

Missouri    .  . 

Georgia  '  .  . 

Kentucky  .  . 

Tenuessee .  . 
North  Carolina 

Indiana     .  . 

Alabama   .  . 

Maryland  .  . 


88.6 

37. 

23.7 

23.4 

23. 

22  08 

22.8 

22.2 

21.4 


Pennsylvania  . 

Iowa    .    .    .  . 

Virginia  .    .  . 

New  York     .  . 
South  Carolina . 

Ohio    .    .    .  . 

Massachusetts  . 

Florida     .     .  . 

Maine  .    .    .  . 


21.3 

20. 

16.7 

15.6 

15.6 

15.2 


Delaware .  .  . 
New  Jersey  .  . 
Connecticut  .  . 
Rhode  Island  . 
New  Hampshire 
Wisconsin 


15.1  Vermont  . 
IQ. 6 !  Michigan  . 
10.  I  Illinois     . 


9.9 

8.9 

7.5 

6.8 

5.7 

5.5 

4.2 

4. 

2J 


But  there  are  variations,  not  only  in  the  general  currency 
of  the  United  States,  such  as  we  have  indicated,  but  also  in 
the  currency  of  each  State,  at  different  periods. 

We  take  that  of  Massachusetts,  in  illustration :  — 

Table  IV.,  exhänting  the  QualUy  of  the  Currency  of  Massachusetts. 


Tear 

1885. 

1887. 

1840. 

1843. 

1851. 

1857. 

1859. 

1860. 

Specie,  per  cent  .  • 

7.1 

8 

18| 

44.1 

7.5 

8.9 

14.6 

15.1 

From  this  it  appears  that  the  highest  proportion  of  specie 
was  in  1843,  which  year  marked  the  termination  of  the 
great  monetary  convulsion  that  commenced  with  the  failure 
of  the  banks  in  1837,  at  which  date  the  banks  of  Massachu- 
setts had  but  eight  per  cent,  as  shown  above.  The  severe 
pressure  began  in  1836,  when  the  specie  was  seven. 

By  a  law  of  that  Commonwealth,  passed  in  1858,  the 
banks  are  required  to  keep  at  least  fifteen  per  cent  of  spe- 
cie. This  law  has  much  increased  the  average  amount  of 
specie. 

Another  fact  may  be  noticed  in  this  connection ;  viz.,  that 
the  banks  of  Massachusetts  were,  to  a  considerable  extent, 
responsible  for  all  the  mixed-currency  circulation  in  New 
England,  because  the  banks  of  the  neighboring  States  had 
all  their  bills  redeemed  in  Boston.  Those  of  Vermont,  for 
example,  whose  average  specie  is  only  four  or  five  per  cent, 
kept  bank  balances  (not  actual  specie,  as  often  supposed) 
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with  certain  banks  which  were  ander  obligations  to  redeem 
all  tlieir  bills  as  fast  as  presented.  This,  of  course,  greatly 
enlianced  tbe  responsibilhies  of  the  Massachusetts  banks, 
aod  decreased  the  strength  of  their  currency. 

The  currency  of  New  England  was  thus  made  a  complete 
unit.  The  System  of  redemption,  first  established  W  tbe 
SufTolk  Bank  of  Boston  about  forty  years  ago,  was  so  per- 
fected,  that,  while  the  banks  of  each  State  might  act  inde- 
pendently,  they  were  "bound  together  by  a  common  tie,  and 
involved  in  a  common  fate.  This  was  known  as  the  "  Suf- 
folk-Bank  System/' 

Yolumes  of  statistics  might  be  given  of  the  same  general 
cbaracter ;  but  these,  it  is  "presumed,  are  sufBcient  to  show 
the  fluctuating  character  of  the  mixed  currency  of  the  United 
States,  both  in  quantity  and  quality ;  and  of  course,  in  de- 
gree, of  all  other  countries  where  such  a  currency  exists : 
for  it  is,  at  all  times  and  everywhere,  the  same  in  its  gen- 
eral characteristics.  The  quality  may  and  does  vary  greaüy 
in  diflcrcnt  communities,  as  we  have  seen  it  in  the  different 
State»  of  the  American  Union.  But  this  is  merely  a  ques- 
tion  of  degree. 


CHARTER  Vffl. 

MIXED  CURRENCY   AS   A  MEDIUM  OP  EXCHANGE. 

Having  shown  that  a  mixed  currency  is  certain  to  expand 
and  contract,  without  reference  to  the  healthful  and  harmo- 
nious  provisions  of  value,  and  to  a  degree  more  extreme  and 
dangerous  than  a  currency  composed  of  real  money,  we  are 
prepared  to  answer  summarily  the  principal  question. 

Does  a  mixed  currency  perform  satisfactorily  the  functions 
of  money  ? 

Ist,  Does  it  act  efficiently  as  a  medium  of  exchange  ? 

Currency,  regarded  merely  as  a  medium  of  exchange,  may 
be  said  to  perform  two  Offices:   (a)  To  transfer  commod* 
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ities  from  one  person  to  another,  For  this  purpose,  a 
mix  cd  currency,  having  a  circulation  wholly  of  papcr,  is 
IuvurI  to  he  portable,  readily  coUntcd,  easily  earricd,  safely 
kept,  and  is,  eonsequentty,  as  convenient  as  any  agcnt 
could  reasonably  be  desired.  (&)  To  discharge  Endebted- 
uess  betwcen  different  parties.  For  tliis  purpose,  the  thing 
to  be  dcsired  ig,  that  currency  should  be  reliable ;  tbat  is, 
that  there  Bhould  be  uothing  in  its  own  nature,  wliicli  dis- 
qualifics  it  to  act/M%,  at  aÜ  f/Wx,  as  a  mcans  of  discharg- 
ing  obligat  ions. 

Ooiil  is  always  perfectly  reliablc  for  the  payment  of  debts. 
When  one  dcbt  bas  been  discharged  hy  it,  the  coin  is  just 
as  available  and  aceeptuluV  ftflf  the  discharge  of  a  seeimd  or 
any  sueceeding  debfc.  If  gold  and  silver  arc  called  for  by 
foreign  Obligation»,  they  retaiu  their  füll  power  to  discharge 
thern. 

Thir*'  can  neuer  b*  a  »eareity  of  them  that  an  eamest  denttnut 
will  not  f-rntte  a  suppig  for.  If  a  Community  wants  them 
vcry  mucb,  it  will  cerlainly  got  them. 

They  crowd  fco  thcir  best  market,  as  truly  as  coiton  or 
wheat. 

We  here  malte  two  principal  atatements :  — 

A  foreign  demimd  b  the  only  cause  that  can  tako  away 
the  real  rnoney  of  a  pcop!c.  We  have  secn  thnt  an  indefi- 
nite nuinber  of  eauses  may  take  away  a  currency  baaed,  in 
any  mi  r.redit. 

BuU  again,  a  foreign  riemand  can  only  take  away  itx  ran 
tmotmt  of  real  money.  We  have  seen  tbat  such  a  cause 
tukes  away  au  amuunt  of  mixed  currency  of  whieb  the  qnan- 
Sty  rfcquired  abroad  is  only  one  factor ;  the  other  factor 
belüg  that  mimber  whieh  roprcsents  the  ppoportfon  between 
tbe  bulk  of  the  currency  and  the  specie  Iki^Is,  In  thcsc  two 
Statements  l:  rWrly  shown  tbe  eiitire  unreliability  of  mixed 
curreucy  to  discharge  iiidehtedncss.  The  man  who  prom- , 
ifies  t<>  ]i;iv  in>uey  can  never  know  what  may  be  tbe  demattd 
for  speeit\  anging  from  a  want  of  coufidence  in  the  banks, 
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or  frum  a  neceasity  of  export ;  and,  of  course,  ean  never  be 
ßafe  in  giving  Im  notes  predieated  upou  tlio  currency  as  it 
exihts  at  the  time. 

!ar  as  tue  fluetuations  wc  have  shown  de  ränge  general 
plana  of  busuiess,  distort  priees,  work  injustice  tu  ouo  pftliy 
of  every  bargain,  aud  tend,  by  such  inequalitios  aud  mi- 
certaiuties,  to  diäcourage  steady  enterprise,  they  do  not 
ut  themselves  herc  fbt  ftiitimfiifttiflfl ,  We  shall  meet 
thcm,  when  dihcussiug  u  mixcd  currency  as  performing  its 
fanetion  IM  a  Standard  <rf  vulue.  We  bave  to  do  hure,  ttot 
witb  the  unfairness  aud  injustice  with  whieh  indebteduess  is 
discharged  under  auch  a  currency,  but  with  the  diflSculty 
or  iuipoasihility  of  dischurging  it  ut  all. 

To  falsify  the  Standard  of  value  is  a  serious,  but  not  nee 
sarily  a  ruiuous  error*  It  takes  froui  one  unjusily,  and 
addö  to  another ;  but  it  destroys  nothing  directly.  Tliere 
are  fhictuations  in  the  currency,  found  in  our  national  ex- 
perience  and  depietod  in  the  dnigrumM  given,  whieh  proeeed 
Id  an  entirc  w\  ul.sioii  of  the  body  of  trade.  Panie  is  not  a 
Century  plant«  It  blossoms  aud  bears  fruit  once  or  twice 
while  a  diilil  is  growing  np ;  inany  times  whüe  a  man  re- 
matns  In  tuisnn^s. 

Hon  does  a  niixed  currency  perform  the  funcüons  of  ino- 
ney,  so  far  as  diacharging  indebtedneefl  io  auch  times? 

Let  us  supposo  Ute  case  of  the  best  uiau  in  the  Commu- 
nity. II e  haa3  in  the  legitiinatc  course  of  busincss,  nm- 
bligations,  all  with  in  the  limit  of  bis  ubilitius,  now 
Coming  «lue*  The  bauks  are  withdrawing  their  dreulatiou 
as  largely  UM  pOßSible,  and  do  not  mean  to  Ut  it  out  again. 
The  fact  ot  bis  owu  exeellent  tfaniriing  u  ol  no  Moment  in 
hcrLiriiig  dUeomiti  ,  (ÖV  tliere  is  just  as  much  danger  to  the 
batik*  in  bis  having  their  uotes  as  in  their  heilig  any  where 
eis«.  It  h  the  peeuliar  hardsliip  of  good  men,  in  such 
i,  that  it  is  not  their  credit,  bat  the  credit  (tkftt  is,  Llie 
couditkm)  of  the  hanks,  which  is  to  deeide  the  question  of 
loans.     With  a  value  currency,  on  the  other  band,  the  ouly 
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matter  of  importance  is  tho  solvency  of  the  applioant  him- 
seif. 

If  he  cannot  get  money,  he  cannot  meet  his  obligations ; 
for  he  cannot  pay  in  merchandise  or  real  estate.  The 
money  is  not  to  be  had  ;  that  is,  if  the  banks  would  accom- 
plish  what  they  must  do  to  save  their  credit. 

Of  course,  there  are  individuals  and  institutions,  who,  in 
consideration  of  high  premiums  and  füll  security,  will  grant 
accommodations  to  a  limited  amount.  He  may  try  to  get 
along,  sacrificing  his  property  to  save  his  name,  and  payiug 
twenty-four  or  thirty-six  per  cent  for  loans.  Perhaps,  if 
others  stood  well,  he  might  get  throngh  ;  but  all  are  not  so 
firm  as  himself.  Most  have  less  accumulation  and  less 
credit.  His  debtors  fail  to  pay :  how  can  he  answer  his 
creditors  ?  If  he  tries  to  go  through,  the  payments  are  all 
one  way,  like  the  tracks  about  the  lion's  den.  He  has  to 
pay  both  sides  of  the  ledger. 

We  have  spoken  of  the  credit  element  of  a  mixed  cur- 
rency. But  panic,  suspicion,  apprehension,  are  the  deadly 
enemies  of  credit :  when  these  are  aroused  in  the  Commu- 
nity, it  cannot  go  abroad.  Just  as  nearly  as  the  object  can 
be  accomplished  in  the  time  given,  all  forms  of  credit  will  be 
withdrawn.  But  this  will  produce,  in  its  several  degrees, 
stringency,  distress,  panic,  ruin. 

Is  it,  then,  too  much  to  say  that  credit  is  not  reliable  for 
the  discharge  of  indebtedness  ? 

The  element  of  credit  introduces  a  direct  hostility  between 
the  interests  of  those  who  control  the  currency  and  those 
who  wish  to  use  it.  The  interest  of  the  one  requires  that 
the  notes  shall  be  withdrawn.  The  interest,  nay,  the  life, 
of  the  other  requires  that  they  shall  be  kept  in  circulation. 
Is  there  any  such  hostility  in  a  value  currency  ?  Not  at  all. 
No  matter  how  intense  the  apprehension,  how  manifold  the 
suspicion,  how  frenzied  the  panic,  ther^is  never  a  moment 
when  it  is  not  better  for  tho  owner  that  such  money  should 
be  used  than  kept  out  of  use. 
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Wo  have  said  tliat  a  sudden  and  severe  coutraetion  ia 
ncecssuiy  whenever  any  cause  threatens  tlie  specie  basis  of 
a  inixed  currency.  Such  a  coutraetion  deprivcs  the  couunu- 
nity  of  the  means  af  meetiug  obligations  undertakeu  when 
the  currency  was  redundant. 

But  Uns  coutraetion,  when  it  lias  becoine  iuevitablc,  docs 
not  takc  place  witl um t  danger  aud  loss  to  tlie  bunks  them- 
srl\ bs 5  dauger  aad  loss  being  the  proper  cousequences  of 
such  Operations.  Tlie  banks  niakc  no  morc  loans,  or  as  few 
as  possible.  The  mßemi  of  discharging  dehts  beeome  loss 
and  loa«  in  the  Community  each  sueeeediug  day,  until  the 
rate  of  interest  goes  up  to  tvvo  or  throc  per  Cent  a  monlh, 
and  nioney  can  hardly  be  had  at  .all. 

Thö  bank»  now  find  theniselves  in  thisdilemma:  if  they 
make  loans,  they  must  keep  paying  out  their  specie.  This 
will  8oon  become  exhuusted,  and  they  must  suspeud  and  be 
dishonored.  If  they  do  not  continue  to  aceoiumudate  tltetr 
customers  with  the  wsual  means  of  paying  debfcs,  the  latter 
lnust  suceuinb.  But,  if  their  customers  generally  fall,  tlie 
banks  will  luse  their  eapilal  (it  boing  chiefly  in  the  form  of 
notes  given  by  iiidividuals),  aud  bo  permanently  riiiiied* 
The  Instory  of  the  country  shows  on  which  hörn  of  the 
dilennua  tliey  elioose  lo  be  impaled,  They  suspend  or  stop 
specie  payrnents«,  and  then  ftirnish  the  public  with  an  abun- 
danoc  of  their  aotei,  such  as  tln-y  are. 

After  this  has  been  aceoinplished,  aud  after  the  credit  of 
the  lumks  lias  been  cxehanged  for  the  credit  of  the  iudivid- 
nals  wlio  owc  thein,  and  alter  the  deiuaud  for  specie  baa 
ceaaed,  the  banks  can  resume  paymeuts, 

II  may  be  said,  nt  this  poiut,  that  the  result  we  have 
reached  does  not  seein  very  foriuidable ;  that,  let  it  but  be 
onderstood  the  banks  are  to  suspend  in  such  cireunistanees, 

ni  hy  this  means  still  have  the  advautages  of  a  m 
currency  in  Ibvnnihle  times,  and  reKev€  the  distress  when 
a  coutraetion  is  threatened.     The  answer  to  this  plca  will 
be  deferred  to  the  chapter  on  v*  Fullacios,1*  in  preference  to 
iuterrupüug  the  present  line  of  argumenta 
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CHAPTER  IX. 


HJXED    CÜBREXCY   AS   A   STANDAHD   OP    VALÜE, 


2d,  Does  a  niixed  currency  acl  jastly  as  a  Standard  of 
value  ? 

Thia  fuuction  of  money  h  of  a  vory  important  chamekT. 
It  lies  at  tho  fouudation  of  all  credit  aud  all  busiuess  culou- 
lations.  If  no  man  doalt  with  or  trusted  auothcr>  or  wuitrd 
a  day  to  receive  and  consutne  the  reward  of  bis  labor,  tliere 
would  be  no  great  need  of  such  a  Standard*  lt  would  theo 
be  only  üf  scientific  interest,  to  show  wliat  was  the  eompara- 
tive  wealth  of  diflferent  communities  aud  ages,  and  what  the 
fairness  of  thcir  several  Systems  of  distributing  the  result 
of  industry  among  the  producing  classes.  If  every  act  of 
labor  röceived  its  own  reward,  in  a  di&tiuct  form,  at  the 
titji'%  to  be  eonsnmed  tben  and  there,  a  Standard  of  value 
would  be  of  lern  practica!  importaiicr. 

Bat  whenever  there  is  the  slightest  exchange  of  eoni- 
modities  or  aasoeiat.ion  of  iaborecü  ;  whe&eifBtf  one  man 
trusts  auother  for  recompeuse  of  Service,  or  ajiplift-s  wealth 
and  toil  to  an  euterprise  in  the  faiihof  rocetöttg  ■  ivward  ad 
a  filtere  time, —  a  Standard  of  value  nmst  be  had,  SO  tiiat  all 
Otua  bo  doue  aafely,  expcdüiously,  and  justly.  Unlcss  some- 
thing  posacssed  the  property  of  being  a  Standard  of  value, 
all  exchange  would  inevitably  bc  eonhned  to  the  gross  and 
clumsy  form  of  barter.  It  has  already  been  ineluded  in  the 
dofinifiim  of  money,  that  it  performs  this  offiee.  Tbere  is 
not  a  possibility  of  takinga  scientific  exceptioD  to  this  State- 
ment ;  yot  a  grast  deal  of  populär  coutroversy  has  arisöu, 
which  we  are  obliged  to  stop  bere  to  notice.  It  has  been 
said,  that  a  dollar,  for  example,  no  more  measures  tho  vahte 
of  wheat,  than  wheat  does  the  value  of  the  dollar ;  that 
u  the  dollar  is  wholly  au  arbitrary,  conventional  Standard, 
forced  on  the  people,  unjustly,  by  legislative  enaetmeut." 
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Much  Konfusion  has  undoubtcdly  been  caused  by  mis- 
takcn  views  of  what  is  really  lucaut  by  a  Standard  of  vulm  + 

Suppose  A  sclls  B  a  tract  uf  bind,  and  agrees  to  take  five 
hundred  oxen  in  paynient  at  a  future  day.  The  value  of  the 
land  soId  is,  in  this  case,  elearly  meaffured  by  the  uxen. 
Tb606  latter  are  the  Standard  by  which  the  value  of  Tho 
land  is  determined.  They  form  the  mouey,  or  currency;  by 
which  the  debt  b  legally  and  rightfully  to  be  disehargcd. 
Tln'  fixen  liere  occupy  precisely  the  position  of  the  duilar 
in  ordinary  contractu  ;  and,  if  we  suppose  a  Community  in 
which  thcy  are  altogether  used  as  money,  tbey  become. 
withuut  any  neeessary  legal  enactmeut,  the  universal  Stand- 
ard ,  or  tbat  by  which  all  ot-hcr  values  are  measured  and 
expressed.  Value  must  be  determined  in  aome  way  ;  and  it 
can  only  l)e  done  by  coiupamou, —  t>y  measuring  the  land 
agauist  oxen,  wheat,  goldT  or  soinething  eise  tbat  bas  value* 

Ab  long  as  tbe  land  was  measmvd,  in  the  siugle  iiistauco, 
by  the  oxen,  so  long  each  measured  tbe  other  atikc ;  but, 
wIhti  the  ose  of  the  oxen  was  extended  to  a  comparison 
with  rueh  ntlirr  CsODUBOdity  in  tbe  market,  and  all  others 
together,  then  it  became  as  iniproper  to  say  tbat  tho  land 
measured  the  oxen  as  to  say  tbat  the  wood  or  the  cloth 
measure  tbe  yardstick  by  which  tbeir  length  and  brcadthare 
universally  determined.  The  government  does  not  iusiat 
that  length  or  hreadth  shall  be  determined  in  all  bargaiiih 
by  tbe  yardstick.  Men  cau  and  do  tako  arms  and  fingors 
for  the  purpose»  or  any  tbiug  eise  they  please :  it  is  nothiug 
to  government,  which  only  says  whot  a  yard  shall  be. 

Bo;  by  universal  consent,  mankind  have  agreed  to  rueasiire 
every  tbiug  by  the  precious  motals.  The  laws  of  the  ÜB 
States,  for  exatuple,  enact  that  a  eertain  coin,  or  plancheU 
of  gohl,  iiiii' '-n-iLtlis  tine,  and  weighing  25^&D  grains,  shall 
be  called  a  dollar.  Tbat  is  all  the  government  ducs,  all  It 
ought  to  do.  It  compelö  no  one  to  receive  the  dollar  for 
any  thing,  \mU$%  he  hm  agreed  to  do  to,  any  more  tban  it 
eoinpels  hiui  to  receive  hats  or  boots,  wbeat  or  cotton.    But, 
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the  government  having  provided  the  eoin, —  that  is,  having 
certified  to  its  weight  and  finenes»,— the  people,  of  their  own 
choiee,  make  use  of  it  to  measure  every  other  thing.  If 
they  buy  merehandise  or  land  or  cattlo,  they  agree  tu  take 
so  maiiy  of  thesc  dollars  in  paymenL  They  might  say,  so 
many  oxen  ot  hurscs,  or  any  thing  eise ;  but  tli*/y  prefer 
dollars,  inerely  beeause  they  have  the  most  euiivenli-ui 
gf  value,  aud  are  iinivcrsally  acceptable.  As  socio  ly  in 
general  adopls  this  way  of  determining  tlio  worth  of  prop- 
erty,  the  dollar,  not  by  law,  but  by  the  volimtary  preferenee 
of  the  people,  becomos  the  measure,  or  Standard,  of  value, 
in  all  trausuetious. 

Bo  lar  as  iiidebteduess  betweon  individuals  is  coucerned, 
the  government  makes  the  dollar  lawful  tender ;  that  is,  if 
an  individual  has  a  just  claitn  for  a  giveu  number  of  dollars, 
the  guvernnient  enacts  that  the  same  number  of  doliarn  shall 
discharge  the  debt. 

True  it  is>  that  every  objeet,  having  value  and  used  in 
exchange,  is  really,  in  so  far,  and  for  the  thue,  a  measure 
of  value;  but  that  which  has  been  seleeted  by  maukind  as 
the  best  adapted  for  a  univtrsal  equivalcnt,  and  actually  so 
used,  is  emphatieally,  and  for  all  purposes,  the  measure 
or  Standard. 

Some  writers  have  insisted  that  people  should  not  be 
corapelled  to  pay  so  inany  dollars  m  eoin  ;  then  they  should 
not  pfomiae  dollars  mercly,  but  any  thing  eise. 

The  establishtueut  of  such  a  Standard  is  no  wroug  to  the 
pfeople  ;  for  it  can  easily  be  seen  that  payments  in  any  other 
specific  produet  wuuld  be  uiore  likcly  to  iuvolve  hardships  ; 
<■.;/.,  an  Obligation  to  pay  wheat  or  potatoes  or  eultou  at 
any  eu  riain  tiine,  wuuld  bring  iiifinitely  more  chauees  of 
distress  resulting  froin  a  failure  of  the  erop  in  that  partiku- 
lar article, 

Neither  is  it  an  arbitrary  act  011  the  part  of  the  goveru- 
mant  It  is  purcly  a  favor,  an  accominodattou,  provided  at 
great  cost,  for  the  benefit  of  the  public.     AU  objeetions,  on 
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the  groimd  that  it  is  arbitrary  and  unjust  to  compd  men 
to  difiOh&rge  indübtcdness  in  coiu,  are  idle  aud  absurd* 
Those  who  make  thein  are  bound  to  sliow,  vvhat  has  never 
yet  faecn  found,  a  better  Standard, 

During  tbc  Suspension  trf  tbe  Bank  of  England  froin 
1796  to  1819,  it  was  gravely  argued,  by  somc  geiitlcraen  in 
the  House  of  Commons,  that  "  the  pouud  Sterling  was  roally 
BD  ab&tr&ction  ;"  but  the  return  to  spccie  paymeuts  in  the 
latter  ycar  shuwod  that  the  pound  Sterling  was  really  a  con- 
cretiuu  of  113.001  grains  of  fiuc  gold,  by  whieh  all  debts, 
public  and  private,  were  to  be  diseharged. 

A  mixed  currency,  whcrever  it  exists,  forms  the  Standard 
of  valuo  für  tbo  Community,  just  as  certainly  as  the  preeious 
metals  whcre  thcy  alone  are  used.  That  of  tbe  Unitod 
States,  to  be  suro^  is  not  a  legal  tcnder,*  like  tbe  Bank-of- 
England  notes ;  but,  as  no  othor  currency  existSj  as  there 
is  no  other  money  of  importance  in  circulation,  it  must  be 
employed  for  all  purposes,  and  so,  to  all  practical  iiitents,  is 
the  Standard  of  valuo, 

We  are  aow  prepared  to  inquire  hotf  a  mixed  currency 
performs  this  funetion. 

We  have  seen  its  fluetuations,  certain  to  oeeur,  yet  wholly 
uncertain  as  to  direetiun  and  degree.  These  fluetuations 
make  it  piain  enough,  that,  as  a  Standard  of  value,  a  mixed 
currency  anist  work  iujustice  aud  misebief,  both  in  expan- 
sion  and  eontraction.  Destruetive  as  are  ihc  great  ueca- 
gional  couvulsious  of  trade,  it  iä  doubtfnl  whether  ilu-v 
produee  as  extensive  evil  as  thosc  minor  disturbauces  which 
come  every  yeai-,  and,  indeed,  afreet  tbo  entire  trausaetions 
of  ihe  people.  Arithmctic  will  hardly  suBico  to  compute 
loBßes  on  a  scale  of  such  magnitude.  Every  bargain,  in  an 
industry  of  l.broe  thousand  mülions  a  year,  is  more  or  less 
t\  by  a  harsh  and  unnatural  chauge,  oue  way  or  thu 
other,  of  the  currency. 


•  This  wUole  rlUcus»ion  supposee  tliis  currency  In  the  State  it  oecupied 
before  the  war  ot4  the  Kebetlion. 
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In  the  mildest  form  of  such  a  currency,  fluehiaüons  to 
the  exten  t  of  fiftcen  per  Cent  arc  shuwn  by  <>ur  diagnmis 
to  bc  as  com  mou place  as  yearly  oecurrence  cau  malte  them. 
If  the  yardstick  were  stretched  to  42  inches  one  year,  and 
shrunk  to  30  another,  or  hoth  should  Imppt.m  the  same 
year,  without  any  possibiläty  of  auticipatiug  the  6h&ng 
any  puMio  proclamatiun  of  it,  tliat  fact  would  inlluence  maa- 
ufactures,  and  cvery  brauch  of  productiou,  greatly ;  would 
not  ouly  cause  i  »justice  to  individuals,  huyora  and  sellors, 
but  would  havc  a  beftfingGli  tln:  trade  and  public  prosperity; 
would  influeuce  im  esünents,  and  afTeet  labor  no  less. 

Yet,  under  the  rluctuations  of  a  mixcd  currency,  buyers 
and  sellers  of  all  clasBes  experienee  injusücc  as  great  and 
as  di&tressiug  as  would  result  to  the  dealers  in  cloth  from 
the  falsification  of  the  yardstick.  If  the  great  chauges  are 
destrm  tivr,  the  mure  ordinary  are  eousta  nlly  emharra^sing. 
Arbitrary  uiterferenec  with  currency  produces  mischief  and 
itgustice,  just  so  far  as  It  operates  at  all.  The  quautity 
canuot  he  artificially  iueroased  or  diminiahed,  but  some  ouc 
18  wrongcd  ;  either  ho  who  relied  on  obtaining  it  at  ordinary 
rates  to  discharge  Ins  Obligation,,  or  he  who  trusted  to  gel 
quitc  another  value  from  what  he  does. 

lMiurinoiis  transfers  of  proper ty  take  place  under  this  Sys- 
tem, without  any  descrt  in  the  party  who  reccives  what  is 
another'»,  and  without  any  fault  in  the  party  who  giTOS  up 
what  is  bis  own«  This  it  is  which  niakes  busiiiesä  a  vcry 
complicated  kiud  of  gambling,  This  it  is  which  tosses  up 
or  pulls  down  priccs  euougli  to  min  tho  merchant  and  maii- 
ufacturer  or  niake  tlieir  fortunes,  while  thcir  goods  are  in 
tlirir  haods,  befcre  they  can  be  turned. 

Not  to  iusist  höre  tliat  in  justice  betweeu  ihe  parts  is  in- 
jury  to  the  whole,  or  to  dwell  on  the  Claims  of  public  inorals, 
if  we  turn  to  tliat  large  das**  cspecially  eutitled  to  social 
and  governmental  eare  and  cousideratiun,  who  put  out 
aioney  at  interest  or  luvest  in  Stocks,  or  rely  on  permanent 
salarles  or  wages  für  support,  we  shall  Lere  und  a  mischief 
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•  ~;  •*v:>  die  functioii  of  a  Standard  of  valuc, 
.     •       •-.  -   of  eommodities.     In  order  to  examinc 
;  -  -'  omiiIv,  we  »ball  bc  callcd  first  to  noticn  tbo 
::*      "  ";u  •■  tincc."     It  expresses  tbc  rdation  <>f  all 
1    •^■■vaiuon  nicamiro  or  Standard.     For  <>xampl<», 
^*r\i  wore  sheep,  it  migbt  bc  said  tbat  an  ox  was 
mvrf  -**uty  sheop;  the  price  of  the  ox  would  b«  twenty 
**'*•.    l:m  llw  Standard  were  dollars, — tbat  is,  certain  well- 
en*™ «»in»,. we  ghould  say  tbat  tbc  ox  was  wurtb  twenty 

iwfck-s*  an «1    tjiat  would  bc  ite  pricc.     And  it  would  be  tbo 
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same,  if  by  dollars  we  meant  only  certain  pieces  of  paper, 
promising  to  pay  these  coins. 

Price  and  value  are  often  confounded  together.  The  dif- 
ference  is  this :  value  is  the  relation  which  all  objects  have 
to  each  other  in  exchange ;  wliile  price  is  the  relation  of  all 
commodities  to  one  special  object,  viz.  money  or  currency. 

Price  mäy  be  increased  without  increasing  value.  For 
example :  the  price  of  flour  in  1859  was  $5  ;  in  1864  it  was 
$10.  Yet  a  barrel  of  flour  had  no  more  value  at  the  latter 
date  than  before  the  war,  because  it  would  command  no 
more  of  other  value;  that  is,  of  broadcloth  or  tea,  or 
other  commodity. 

This  discrepancy  is  found,  not  only  at  different  periods  in 
the  same  country,  but  between  different  countries  at  the 
same  time.  If  all  commodities  in  all  countries  were  always 
measurcd  by  the  same  Standard,  price  and  value  would  be 
synonymous ;  but  if,  as  often  happens,  a  Standard  is  adopted 
in  one  country  less  valuable  than  that  of  others,  commodities 
will  adapt  themselves  to  the  currency,  and  the  agreement 
between  price  aqd  value  is  destroyed  in  the  act  of  vitiating 
the  Standard. 

"The  value  of  a  thing  is  its  purchasing  power:  the  price  of 
any  thing  is  its  power  to  command  gold,  silver,  or  that  which  con- 
stitutes  the  currency  of  the  country.  Value  may  be  expressed  in 
any  commodity  whatever :  price  is  expressed  in  one  commodity 
only." — Bascom,  p.  22. 

If  an  inventory  of  all  the  property  belonging  to  the  people 
of  the  United  States  had  been  made  in  1864,  at  the  then 
prcvailing  prices,  it  would  have  amounted  to  nearly  double 
what  it  was  two  years  before,  even  though  the  quantity  of 
all  commodities  had  been  identically  the  same.  This,  be- 
cause prices  were  measured  not  by  gold,  but  by  credit,  or 
the  promises  of  government  and  the  banks ;  but  the  value 
of  all  these  commodities  in  the  commerce  of  the  world,  and 
among  themselves,  was  no  greater  than  two  years  before. 
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Tbe  differenoe  betw«n  jrioe  and  Talue  was  also  strifcinglT 
exhibited  in  tbe  Li^toiy  of  tbe  Confederate  States  during 
the  Rebellion.  In  both  s-ection>  of  ibe  countnr.  the  raria- 
tion*  in  1  v>4  were  so  grear  as  to  attract  universal  attention  ; 
but  tliej  alwajs  exist.  in  greater  or  less  dearee.  under  a 
mx^d^urrencT  system.  because  tbe  Standard  of  Talne,  ei- 
eept  at  short  interrals.  is  not  sound.  The  differenoe  beging 
lo  manifest  itseJf  wheneTer  the  currency  is  inflated  beyond 
its  natural  rolume,  and  increases  with  that  inäation. 

We  liere  present  a  table,  showine  the  historical  variations 
in  certain  commodities.  for  a  series  of  twenty-six  years, 
ander  tLe  un<iis;urbed  Operation  of  a  mixed-curreney  Sys- 
tem. 

We  bare  seteeted.  for  the  purpose.  the  period  ls>4-ls59. 
inclusive,  because  it  is  the  onlj  one  for  whieh  we  haTe  cor- 
rect  data,  —  that  is«  well-authenticated  returns:  and  for  the 
additional  reason  that  the  period  was  one  of  general  f«eaoe. 
at  home  and  abroad. 

The  articles  we  have  selectei  for  tbis  comparisi>n  are  the 
most  common  in  use.  whose  prices  are  best  known  and 
käst  liable  to  Tariations.  except  from  changes  in  the  ralue 
of  the  currency,  and  therefore,  it  is  supposed.  most  proper 
fbr  oar  illastration. 
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These  facts  are  shown  geometrically  in  Diagram  No.  5. 

This  Diagram  may  require  some  explanation.  The  upper 
line  represents  the  variätions  in  the  prices  of  the  ten  com« 
modities  chosen,  for  each  year,  from  1834  to  1859  inclusive, 
as  already  given  in  the  tables.  The  lower  line  repre- 
sents the  bank  currency,  per  capita,  for  the  corresponding 
years. 

Scveral  important  facts  appear  in  this  figure.  The  first 
to  be  noticed  is  the  remarkable  correspondence  between  the 
first  and  second  lines,  rising  and  falling  together ;  proving 
most  conclusively,  by  their  agrcement  through  so  long  a 
series  of  years,  that  prices  depend  on  the  quantity  of  cur- 
rency in  circulation. 

The  average  currency,  per  capita,  from  1834  to  1859, 

26  years,  was $11.99 

Average  prices  during  that  time 20.80 

Highest  amount  of  currency  (1837) 17.61 

Highest  prices  (1836) 29.46 

Next  highest  prices  (1837) 28.40 

Difference  between  lowest  and  highest  currency  .     .185  per  cent 
DÜFerence  between  lowest  and  highest  prices  .     .     .101  per  cent. 

It  will  be  observed,  that  the  difference  in  prices  is  not  as 
great, per  cent,  as  the  difference  in  currency  per  capita.  This 
is  in  accordance  with  what  has  been  already  laid  down  in 
regard  to  the  unnatural  extension  of  credits,  caused  by  the 
expansion  of  the  currency.  These,  of  course,  require  a 
larger  amount  for  their  discharge.  The  currency  has  rela- 
tion  to  credits  as  well  as  commodities. 

The  correspondence  exhibited,  in  the  foregoing  tables  and 
diagram,  between  the  quantity  of  currency  and  the  rate  of 
prices,  shows  conclusively  and  impressively  the  effects  of  a 
mixed  currency  as  a  Standard  of  value ;  viz.,  that  as  it 
expands  or  contracts  from  arbitrary  but  resistless  causes,  so 
prices  are  elevated  or  depressed, — variätions  which  are  often 
sudden  and  exoessive. 
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Li  1857,  tlie  highest  point  of  expansion  was  attaiued, 
amounting  to  103  per  cent  ovcr  1849 ;  and  the  price  of 
commoditica  had  advaneed  §9  per  ceut. 

The  Hat  (see  Uxtiiod-State«  Financial  Report,  1863)  from 
which  the  foregoiug  table  of  teil  items  was  selected  contaiüB 
seventy  articles,  the  prices  of  which  eorrespond  essen  tially 
tu  those  we  have  presented* 

Two  iuiportant  articles  are  omitted,  Yiz.  cotton  and  flour, 
from  the  list  hcro  given,  because  their  prices  are  more 
affected  by  Um  lurcign  market  than  by  our  uwn,and  may  be 
noticed  hereafter. 

After  making  due  allowance  für  those  fluetuations  which 
arise  from  supply  and  demand  and  from  aeeideuts,  the  evi- 
dence  is  must  conelusive  that  the  quautity  of  currency  in 
existenee  does  determine,  essen  tially,  the  prices  of  comiiiod- 
ities ;  and  that,  as  a  rnixed  currency  must  tiuetuate  greatly 
in  amouiit  from  its  inherent  properties,  It  cannot  perform 
satiäfactorily  its  funetion  as  a  Standard  of  value. 

The  foregoing  ealeiihitions,  it  will  be  observed,  are  made 
on  the  currency  as  rstiniated  per  capita.  This  is  regarded 
as  the  uiür?t  curreet  mode ;  since,  as  population  ineieasesj  it 
is  presumed  that  the  industry  and  trade  of  the  country  is 
inereased  prupnrtionally,  and,  if  so,  a  larger  amount  uf  cur- 
rency will  be  aeoded.  If  the  iuerease  of  currency  is  greater 
than  the  increase  of  population,  the  per-eapita  calculatioii 
will  show  it* 

It  niay  be  *aid,  at  this  point,  that  the  same  effect  on  prices 

wotüd  be  prodneed  by  an  equal  expansiou  or  coutracüuu  of 

a  value  currency«     Granted ;   but  Buch  rapid  and  violcnt 

changes  could  not  tafee  pl&OO,     Speeie  cannot  be  iuereased 

like  paper.     It  custs  tabor,  like  cum  or  cotton,  and  is  sub- 

tu  the  same  laws  of  supply  and  demand.     It  can  only 

be   bmught  In  because  it  is  wanted, —  because  souic  one 

price  for  it;  but  tlus  desire  to  bring  it  in 

.  ulurly  with  the  umount  ubtamed,     The  more  it 

is  introdueed  into  the  cuuutry,  the  iess,  by  the  natural  lawa 
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of  trade,  is  it  worth ;  the  weaker  the  inducement  to  send 
for  it.  If,  by  any  chance,  it  comes  in  tili  there  is  a  redun- 
dancy,  the  prices  of  othcr  things  are  raised,  its  own  value 
is  therefore  lowered,  and  it  flows  off  tili  the  equilibrium  is 
restored.  Such  an  exportation  would  cause  no  more  anxiety 
or  alarm  than  the  shipment  of  an  equal  value  of  flour. 
With  a  mixed  currency,  there  is  the  embarraKsing  fact,  that 
it  cannot  be  exported.  The  foreign  balances  must  be  taken 
out  of  the  specie  basis.  We  have  seen  the  course  of  con- 
traction  that  must  ensue. 

To  observe  further  the  Operation  of  mixed  currency  as  a 
Standard  of  value,  and  its  effect,  not  on  trade  generally,  but 
on  ordinary  production,  let  us  take  the  case  of  the  wheat- 
grower. 

A  farmer,  we  will  suppose,  has  a  crop  of  one  thousand 
busheis  of  wheat,  which  he  sells  at  ninety  cents  per  bushel, 
which  is  thirty  cents  more  than  it  would  bring  under  a 
real-money  System.  Now,  the  questiön  —  which  is  of  great 
concern  to  him,  and,  if  to  him,  to  all  producers  of  all  com- 
modities — is,  whether  he  gains  or  loses  by  this  transaction. 

Take  a  single  bushel.  He  gets  ninety  cents  for  it.  With 
that,  he  purchases  six  pounds  of  sugar  at  fifteen  cents.  This, 
he  observes,  is  five  cents  more  than  he  used  to  pay  for  sugar, 
when  his  wheat  was  but  sixty  cents.*  He  perceives,  that, 
having  paid  five  cents  per  pound  extra  on  the  sugar,  he  has 
just  lost  all  the  additional  price  of  thirty  cents  on  the 
bushel  of  wheat. 

On  further  rcflection,  he  discovers  that  he  is  not  so  well 
off  as  when  he  sold  his  wheat  at  the  money  price  of  sixty 
cents,  because  it  cost  him  more  to  raise  the  wheat.  He  had 
to  pay  more  for  the  labor  employed  in  its  production, — 
equal,  say,  to  five  cents  per  bushel,  which,  on  one  thousand 

*  We  here  suppose,  for  simplicity  of  illustration,  that  the  price  of  wheat 
may  be  enhanced,  by  mixed-currency  expansion,  to  the  extent  of  flfty  per 
cent ;  but  we  shall  hereafter  show  how  far  agricultural  producta,  in  generale 
are  permanently  influenced  by  such  a  currency 
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hushels,  wnmtfitü  lu  fifty  dollara;  aiid  tbat  suiu  he  will 
actually  Lose,  ahbough  öellhig  bis  wheat  at  fifty  per  Cent 
ad v um  ;e  in  price. 

Thia  tran&acUon  of  selling  oue  bushol  of  wheat  for  six 

poiinda  of  fiugur  fairly  represents  Ute  roralt  of  Belling  tho 

wbolc  crop,  and  i  g   the  proeeecU  in  other  kiiicb  of 

rty ;  because  all  coinuiodities  have  alike  risen  in  price* 

But  it  maj-  be  aukod,  £upposc  tbe  fanner  paid  a  debt  of 

i  do&ara  wiih  the  money  he  rttaiiiftfl  for  Ins 

wheat,  haä  he  not  gaiued  by  tbe  rise  iu  price?     If  he  coa- 

tracted  the  debt  before  the  rwe,  he  eertamly  bas  niade  a 

lurjro  gain  in  tbe  payiuent  of  the  debt ;  for,  as  things  wen* 

debt  was  eontracted,  it  would  have  taken  (üteeii 

hundred  bushels  of  wheat  at  sixty  eents  to  pay  uiue  lmu- 

dred  doüars,     Here  he  hat»  gaiued  three  hmidred  dollars,  or 

saved  five  huudred  busheU  of  wheat,  less,  bo  it  recoll' 

\tra  expenae  <>f  fifty  dollars  in  the  raising  of  the  crop. 
Hb  i  it  two  huadred  aud  fifty  dollars. 

But  huw  b  It  with  bis  ereditor?  He  finds,  on  r 
ing  the  inonoy  in  cattk\  horses,  sheep,  plouirh^  wagOH»,  aud 
die  like,  tbat  the  niue  hundred  dollars  will  purehase  but 
birda  as  tiiucli  as  when  he  loatied  the  mouey.  He  has 
lernt  three  huudred  dnüars,  The  funncr  prouiised  tu  pftf 
u  dollars  ;P|  but  he  did  not,  he  only  paid  the  promise  of  dol- 
lars; and  theae  promise»  were  so  easüy  uiade,  bucame  so 
plenty,  pl  >  cheap,  that  they  were  really  worth  but 

of  what  they  professed  to  be*  This  he  funnd 
vs  In  i l  be  eame  to  ose  them  in  buying  articles  for  his 
faniily, 

Bnr  iv  the  inuuiry  entirely  through,  wo  inust  ask 

wbo  gaitied  the  fifty  dollara  the  fanner,  ÜB  the  fiiM  sup- 

i ,  lost  bv  the  •  •  \  i  ra  cost  of  labor  ?     The  laborer  !     He 

was  eertaiiily  paid  an  oitra  price;  but  he  gained  110  value 

all  the  comiuoditica  he  purehased  with  the 

eda  of  his  labor  were  raised  more  than  his  wage«,  so 

that  he  1"  e  liun  be  gaiued,     The  riso  in  price  hasT  in 
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fact,  benefitcd  nobody  but  the  debtor,  and  him  only  at  the 
expense  of  the  creditor,  who  was  virtually  swindled  out  of  a 
part  of  his  property.  This  is  the  final  result,  when  care» 
fully  analyzed,  of  an  expansion  of  prices  through  the  expan- 
sion of  the  currency. 

Every  advanco  in  price,  occasioned  by  the  dcpreciation  of 
the  currency,  is  sure  to  be  followed  ultimately  by  a  return 
to  the  specie  Standard.  Suppose  that,  during  an  expansion, 
a  farmer,  encouraged  by  the  high  price  of  wheat,  purchases 
land  to  the  ainount  of  nine  hundred  dollars,  in  the  expecta- 
tion  that  he  can  pay  for  it  with  one  thousand  busheis  of 
wheat,  at  ninety  cents  per  bushel.  A  contraction  takes 
place,  the  price  of  wheat  goes  down  to  sixty  cents,  and,  to 
pay  his  note  of  nine  hundred  dollars,  he  must  seil  fifteen 
hundred  busheis  of  wheat.  He  has  lost  five  hundred  bush- 
eis, just  what  the  debtor,  in  the  other  case  supposed,  gained, 
less  fifty  dollars  which  he  will  now  save  in  the  labor  cost  of 
his  wheat. 

We  here  see  that  the  effect  of  raising  prices  without 
increasing  values  is  to  vitiate  all  existing  contracts  to  pay 
money.  If  the  farmer,  in  the  case  supposed,  had  promised 
to  pay  so  many  busheis  of  wheat,  all  would  have  beon  well ; 
but  he  promised  to  pay  dollars ;  and,  when  the  price  of 
wheat  was  measured  by  dollars  under  a  contraction,  it  made 
the  difference  stated. 

Much  misapprehension  arises  from  confounding  special 
and  general  prices,  or  the  price  of  an  individual  article,  as 
distinguished  from  that  of  the  great  mass  of  commodities. 
We  are  told  that  a  variety  of  considerations  enter  into  and 
affect  prices ;  viz.,  demand  and  supply,  cost  of  produötion, 
<fcc,  &c.  All  this  is  perfectly  true  of  an  individual  article, 
whose  price  may  and  does  vary  from  time  to  time,  as  com- 
pared  with  other  commodities,  under  the  Operation  of  these 
causes.  One  article  may  be  very  high,  while  all  others  are 
low,  or  the  reverse ;  but  this  does  not  tend  to  disprove  the 
principle,  that  general  prices  are-determined  by  the  quantity 
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of  the  currency.  We  can  take  into  view  all  thc  circum- 
Btancos  which  act  upon  a  particiliar  commodity,  and  by 
which  it  is  made,  for  the  time  being,  an  exception  to  the 
genoral  rulc,  without  disturbing  the  principle  laid  down,  or 
casting  any  doubt  upon  its  Operation. 


CHAPTER  X. 

EFFECTS  OF  A  MIXED  CURRENCY. 

We  stated  two  principal  questions  in  regard  to  mixed  cur- 
rency:— 

Ist,  Does  it  perform  satisfactorily  the  functions  of  money  ? 

2d,  What,  and  how  great,  are  its  offects  on  public  inter- 
ests,  beyond  the  proper  effects  of  value  currency  ? 

In  the  four  chapters  immediately  prcceding,  we  have  dis- 
cussed  the  first  question,  with  a  result  unfavorable  to  such 
a  currency.  We  now  approach  thc  second  of  thcse  ques- 
tions,— What  are  the  cffects  of  mixed  currency? 

I.  A  mixed  currency  endangers  domestic  tranquillity. 
This  is  a  proposition  which  we  shall  consider  solely  with 
referenco  to  society  in  the  United  States. 

That  mixcd-currency  banks  can  nevcr,  in  fact,  fulfil  their 
agreements,  if  callcd  on  to  do  so,  we  have  already  shown ; 
and,  since  they  are  ever  liable  to  such  calls,  thero  is  con- 
stant  danger  froin  this  source.  At  any  inomcnt,  there  may 
reasonably  arise,  through  this  cause,  such  general  dissatis- 
faction  among  the  lowcr  classcs  as  shall  tend  to  extensive 
disturbalices  of  the  public  peace. 

This  dangor  is  grcatly  enhanccd  by  the  fact,  that,  within 
the  last  forty  years,  there  has  been  created  a  vast  System  of 
savings  institutions,  which  receive  the  money  individuals 
are  disposed  to  dcposit  with  them,  and  promise  to  return  it 
on  domand,  or  at  short  notice ;  generally  on  demand. 
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Now,  should  any  cause  operate  by  which  confidence  in  the 
.solvency  of  tho  general  banking  System  of  the  country  is 
shaken,  it  will  naturally,  nay,  inevitably  happen  that  a  run 
will  be  made  on  the  savings  institutions.  These  can  only 
meet  their  engagements  by  drawing  on  the  bauks.  But,  if 
these  have  all  their  resources  strained  to  meet  the  ordinary 
wants  of  the  business  Community,  how  can  the  drafts  of  the 
saving  banks  be  met  ?  How  can  currency  be  supplied  for 
this  cxtraordinary  demand  ?  This  qucstion  can  only  be 
intelligently  answered  by  reference  to  the  condition  of  both 
these  kinds  of  institutions. 

We  will,  for  this  purpose,  take  the  currency  of  Massachu- 
setts as  it  stood  in  1860 :  — 

The  savings  banks  had  on  deposit $45,000,000 

The  currency  banks  hadj^48 30,000,000 

J  (circulation 25,000,000 

Total $100,000,000 

The  currency  banks  had  specie 6,500,000 

Difference $93,500,000 

This  is  exhibited  in  Currency  Diagram  No.  6. 

Here,  then,  are  legal  immediate  demands,  upon  the  cur- 
rency banks,  of  fifty-five  millions ;  and,  upon  the  savings 
banks,  of  forty-five  millions.  Suppose  there  should  arise 
somc  dissatisfaction,  or  public  uneasiness,  which  should 
prompt  to  a  run  on  both  these  kinds  of  banks.  It  certainly 
is  possible,  not  to  say  probable.  Suppose  that  the  institu- 
tions for  savings  are  called  on  for  only  one-fourth  of  their 
dcposits.  Thcy  must  look  to  the  banks  for  eleven  millions 
of  currency  at  once.  The  banks  begin  to  pay  out  their  bills ; 
but  the  specie  is  at  once  demanded,  and  of  that  they  have 
but  six  and  one-half  millions  against  their  own  immediate 
liabilities  of  fifty-five  millions.  They  could  not  stand  a  run 
of  two  days,  because  their  own  deposits  would  be  drawn  in 
specie  just  as  soon  as  the  real  State  of  aflairs  was  discov- 
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ered.  The  bauks  must,  therefore,  suspend  at  once.  What 
would  natunilly  follow  in  a  tiuae  of  great  public  exeitonient, 
wheii  tlie  interests  crf  some  party  or  facti  on  required  a  gen- 
eral  break  iug-up  of  society? 

It  is  not  enough  tu  evade  tliis,  by  saying  that  sin.li  an 
evcnt  has  never  happened,  thougli  tlie  hanks  have  scveral 
timcs  suspcnded.  That  is  quite  truc;  yet  it  does  not  follow 
tliat  it  never  will.  Previous  auspensions  have  originated  in 
commercial  causes*  Suppuse,  00  the  nther  band,  a  run  werc 
madu  ob  aeeount  of  political  or  social  disturbanees ;  tliat 
the  laboring  class  —  factory  operatives,  railroad  gangs,  the 
oervauts  in  nur  families  — -wcre  iiicitud  to  demaud  tlieir  de- 
posits  in  tlie  savings  iustitutions.  Could  they  not  pmstrate 
tbe  entiro  currency  in  t  wo  nty-four  hours,  by  merely  demand- 
ing  their  just  dues? 

Whetber  such  a  probability  19  remote  or  uncertaiu,  it 

does  not  seein  wise  to  mahitain  a  sy  stein  whieh  can,  by  any 

<l»»lity,  produce  results  so  disastrous ;  especiaUyf  i  filiere 

are  no  advantogefl  whatever  in  such  a  state  ofthiiigs. 

Prenionitory  Symptoms  liave  not  bcen  wanting  of  sueb  a 
catastrophe  as,  ander  .lggnivadng  clrcumstances,  miglit  over- 
tlmiw  all  fche  nionrycd  institutiona  of  tbe  cnuntry,  and  even 
^ti'lunger  the.  goveriiineut  itself, 

We  are  not  the  hoanogonocma  people  we  were.  We 
have  elements  of  weakness  and  difieord  tliat  did  not  cxist  in 
earlier  times*  We  have,  espccially*  a  largo  foreign  popula- 
tion,  as  inueb  i&tareateä  as  any  otbor  in  tbe  Riads  of  our 
savingä  iustitutions,  which  might,  at  any  moment,  if  pro 
voked  to  do  so,  throw  our  whole  banking  syatem  into  sua- 
pensiom 

It  cannot  be  wise  to  ignore  tbese  palpable  facta,  or  the 
DO&sequeneei  that,  in  the  natural  course  of  thiiigs,  are  likely 
to  coine  out  of  therm  Tlie  danger  can  only  be  removed  by 
a  cbange  of  sysfcera* 

IL  A  mixod  currency  has  a  deraoralizing  influenae  UpOü 
a  Community,  industrially  and  soetally. 
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If  what-has  beQii  said  in  regard  to  this  kind  of  currency 
is  corrcct,  such  an  influence  cannot  for  a  moment  be  ques- 
tioncd.  If  it  excites  to  wild  and  extravagant  speculation  at 
one  time,  and  plunges  its  victims  into  bankruptcy  and  ruin 
without  fault  at  another ;  if  it  excites  hopes  and  expectar 
tions  which  must  necessarily  come  to  disappointment  and 
distress  ;  if  it  increases  to  an  enormons  extent  the  natural 
risks  of  trade,  and  exposes  all  business  Operations  to  an  in- 
calculable  hazard,  —  then  the  mercantile  character  and  the 
general  tone  of  morals  cannot  but  be  nnfavorably  affected. 

The  influences  that  hold  men  to  strict  probity,  steady 
industry,  and  a  strong  sense  of  honor,  are  feeble  enough, 
and  have  enemies  enough,  without  the  discouragements  and 
embarrassments  arising  from  such  causes  as  we  have  de- 
scribed. 

Society  should  place  its  premium  on  virtue,  and  not  on 
vice. 

Those  who  have  witnessed  the  terrible  convulsions  occur- 
ring  in  the  United  States  within  forty  years,  know  but  too 
well  how  sad  has  been  the  effect  on  individual  and  national 
character. 

It  is  unuecossary  to  dwell  upon  a  point  so  evident,  and  so 
generally  admitted  by  all  who  understand  the  matter ;  yet 
its  recognition  could  not  properly  be  omitted  in  the  exami- 
nation  of  the  mixed-currency  System. 

III.  A  mixed  currency  endangers  the  national  safety  in 
war. 

With  the  existing  ideas  and  institutions  of  society,  and 
while  no  preparations  are  made  in  time  of  peace  to  prevent 
the  recurrence  of  war,  but  every  effort  to  meet  it,  and  thus, 
of  course,  to  strengthen  and  perpetuate  the  war  system,  it 
becomes  a  matter  of  great  interest  to  inquire  as  to  the  effects 
of  a  mixed  currency  on  the  safety  of  a  nation  in  the  event 
of  war. 

We  have  already  shown  that  a  mixed  currency  is  greatly 
affected  by  a  demand  for  specie  to  send  abroad.    Hence,  as 
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war  must  always  call  for  an  extraordiuary  importatioii  of 
foreign  inerchandise  and  materials,  and  aa  such  extraordi- 
uary importatioii  must  require  the  aliipmont  of  specie,  a 
coutroctioii  and  panic,  or  speedy  Suspension,  must  be  tho 
certain  cousequence. 

Agahi,  since  so  great  a  pari  of  a  mixcd  currency  usually 
consiste  of  credit j  and  since  credit  rests  wholly  011  conti- 
deucc,  any  tliing  whicli  impairs  the  latter  compels  a  con- 
traction  or  withdrawal  of  the  currency. 

Xow,  war  generally,  we  may  say  uuiformly,  does  thia:  for 
how  long  it  may  last,  how  great  may  be  the  demand  for 
money,  how  large  the  destruetion  of  capital,  and  what  the 
finul  issue,  must  be  a  matter  of  doubt ;  and  therefore  its 
oceurrence  always  impairs  public  confidence  to  a  greater  or 
less  exten  t. 

These  two  canses,  then,  are  at  once  bronght  to  bear  lipon 
a  mixed  currency  with  fatal  cflbct.  The  reault  lias  always 
beeil,  and  always  must  he,  that,  under  such  circumstauces, 
the  mixed-eurreney  banka  suspend ;  be  cause  their  cireuia- 
tion  camint  be  withdrawn  at  the  tiine  without  produeing 
universal  bankruptey,  annihilating  their  own  capital,  and 
stopping  the  wheeis  of  government. 

It  was  so  in  England  during  the  war  with  Napoleon ;  in 
the  United  States  during  the  war  of  1812,  and  in  the  time 
of  the  great  Rebellion. 

What  co nies  in  0OöB6qtiefioe  of  all  this  ?  The  nation  is 
oMiged  to  carry  on  its  vust  pceuuiary  Operations  with  a 
brokeiwlown  currency.  This,  of  eoursft,  invohvs  the  finan- 
ces  in  great  enibarrassment,  vaslly  increasea  the  public 
expenditures  and  the  national  indehtednoss.  Tbv  winde 
financial  syatem  of  the  country  is  erippled,  and  becomes  as 
Mftfc  as  its  currency, 

No  botter  Illustration  of  the  truth  of  this  shitniient  was 
perhaj-s  over  feflbfded  tbau  that  found  in  the  experieuec  of 
Übe  United  States  during  its  great  struggle. 

The  country  was  suddenly  Juvolved  in  a  stupeudous  war, 
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— technically,  only  a  civil  war,  but,  practically,  a  grcat  inter- 
national struggle,  so  vast  were  its  dimensions,  so  strictly 
was  it  sectional ;  a  conflict  between  two  different  civiliza- 
tions,  on  different  though  contignous  portions  of  the  Amer- 
ican continent. 

At  the  commencement  of  the  struggle,  the  currency,  as 
we  have  before  said,  amounted,  circulatiou  and  deposits,  to 
four  hundred  and  sixty  millions  against  eighty-three  mil- 
lions  of  specie.  Upon  the  mere  threat  of  secession,  so 
greatly  did  it  impair  public  confidence  that  the  banks  at  the 
South  began  to  suspend ;  and  their  exaniple  was  followed 
until  most  of  the  Western,  and  many  ofx  the  Eastern,  were 
in  a  State  of  Suspension.  After  the  first  shock  had  passed 
by,  most  of  the  banks  in.  the  loyal  States  resumed  specie 
payments ;  but  the  large  demands  of  the  government,  in  the 
course  of  about  a  twelvemonth,  compelled  a  universal  Sus- 
pension by  both  the  national  treasury  and  the  banks,  and 
the  whole  country  was  thrown  upon  an  irredeemable  paper 
currency. 

All  this  happened,  not  because  the  currency  was  so  redun- 
dant, but  because  it  was  so  unsound.  Had  it  been  based  in 
füll  on  specie,  this  disastrous  result  would  have  been  avoided. 

Now,  if  it  ever  could  be  supposed  politic  or  safe  to  send 
away  the  real  money  of  a  country  and  live  on  credit,  if  this 
could  ever  be  regarded  as  good  economy  or  statesinanship, 
when  should  it  be  done  ?  When  the  nation  is  in  prosperity, 
and  does  not  need  this  little  gain,  or  when  it  is  strained  to 
agony  in  the  struggles  of  war  ?  If  this  is  really  a  resource, 
should  it  be  spent  in  time  of  peace  for  extra  imports  of 
wine  and  silks,  or  reserved  to  the  grcat  trial  of  life  for  the 
people,  when  it  may  bring  back  tlje  munitions  of  war  ? 

If  we  were  to  dispense  with  three  hundred  millions  of 
gold  that  form  öur  material  currency,  was  it  wise  to  send 
it  off  in  years  of  quiet  and  prosperity,  instead  of  reserving  it 
to  the  decisive  hour  of  our  nationality  ? 

In  time  of  war,  a  mixed  currency  always  becomes  an  un- 
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mixed  paper  currency.  Being  at  all  times  reallj  inconvert- 
ible,  any  disturbance  in  public  afiairs  which  destroys,  or 
even  essentially  impairs  public  confidence,  will  cause  a  gen- 
eral  Suspension  of  the  mixed-currency  banks,  and,  of  course, 
of  the  government,  and  the  Substitution  of  a  credit  for  a 
yalue  currency. 

If  this  is  true,  —  and  all  the  facts  of  history  go  to  proTe 
iL  —  then  every  nation,  which,  in  time  of  peace,  relies  upon 
a  mixed  currency,  must,  in  time  of  war,  suffer  all  the  dia- 
asters  incident  to  an  irredeemable  paper  currency;  must 
pay  a  great  deal  more  in  all  its  purchases,  require  larger 
loans,  and  accumulate  greater  dcbt,  —  greater  in  proportion 
as  the  currency  is  deficient  in  the  dement  of  value. 

"  A  Dation  may  almost  as  well  go  to  war  with  paper  guns  as  a 
paper  currency." — J.  Y.  Smith. 

The  truth  of  this  was  certainly  very  strongly  exhibited  in 
the  experience  of  the  government  of  the  United  States  dur- 
ing  the  Rebellion.  The  failure  of  the  currency  compelled 
the  national  legislature  to  adopt  the  arbitrary  measure  of 
making  its  own  irredeemable  notes  legal  tender. 

This  was  a  palpable  violation  of  the  most  sacred  riglits  of 
the  people,  and  involved  the  treasury  in  a  labyrinth  of  em- 
barrassment  and  wasteful  expenditure.  Xecessity,  which 
knows  no  law,  demanded  all  this ;  and  there  may  be  little 
or  no  blame  on  the  immediate  agents.  The  law  of  value 
had  already  been  violated  by  the  introduction,  in  peace, 
of  the  element  of  credit  into  that  currency,  which  the  gov- 
ernment  was  obliged  to  make  use  of  in  time  of  war.  It  was 
not  easy  to  change  its  character  at  such  a  crisis,  and  it 
was  allowed  to  go  on  to  its  proper  consequences. 

If  these  are  the  natural  and  inevitable  results  of  a  mixed 
currency  in  such  an  event,  is  it  not  true  that  a  people  im- 
posing  on  themselves  a  mixed  currency  can  never  be  finan- 
cially  "  prepared  for  war  "  ? 

IV.  A  mixed  currency  discourages  domestic  manuÄo- 
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tures,  disturbs  the  proper  relation  of  exports  and  imports, 
and  puts  the  balance  of  trade  against  the  people  employing 
the  greater  proportion  of  credit. 

These  effects  will  be  recognized  as  injurious  by  all  classes 
of  persons ;  but  those  who  are  so  solicitous  for  the  positive 
encouragement  of  domestic  manufactures,  and  for  the  re- 
straint  of  imports,  as  to  favor  the  enactmcnt  of  prohibitory 
or  protective  laws  imposing  duties  on  the  foreign  article, 
will,  of  course,  most  fully  appreciate  and  deeply  feel  this 
tendency  of  a  mixed  currency. 

The  course  of  this  will  be  best  observed  in  an  illustration 
from  the  manufacture  of  a  specific  article :  — 

"  Suppose  that  a  certain  kind  of  broadcloth  can  be  afforded  by 
the  foreign  manufacturer,  delivered  at  New  York,  for  two  dollars 
per  yard ;  the  same  article  might  be  made  in  this  country,  but 
would  cost  two  dollars  a  yard,  without  any  profit  whatever.  Of 
course,  then,  we  cannot  afford  to  make  the  article.  The  govern- 
ment,  in  order  to  encourage  its  production  here,  lays  a  duty  upon 
the  imported  article  of  fifty  cents  per  yard ;  but,  at  the  same  time, 
establishes  banks  which  manufacture  a  mixed  currency,  and  double 
the  natural  amount  of  money.  The  American  manufacturer  now 
proceeds  to  erect  his  mills ;  but  wages  and  materials  have  so  ad- 
vanced  in  price,  by  the  expansion  of  the  currency,  that  it  costs  him 
twenty-five  to  fifty  per  cent  more  than  it  otherwise  would  have 
done.  He  builds  machinery ;  but  this  also  costs  him  proportionably 
high.  He  proceeds  to  purchase  raw  materials,  and  employ  labor 
in  manufacturing ;  but  all  are  advanced  in  price  for  the  same  reason. 
His  own  expenses  for  living  are  also  greater ;  and,  should  he  be 
obliged  to  hire  money,  that  will  generally  be  found  to  have  advanced 
in'  price,  or  rate  of  interest  Under  these  circumstances,  he  cannot 
make  the  cloth  so  as  to  afford  a  profit  ;v  and  it  will  not  be  surprising 
if  he  should  clamor  for  more  protection.  But  it  may  be  said,  that 
the  same  causes  that  have  advanced  the  expenses  of  living,  and, 
consequently,  of  labor,  will  equally  have  advanced  the  price  of 
broadcloth.  Not  so.  The  price  of  the  broadcloth  will  be  deter- 
mined  by  the  rate  at  which  it  can  be  afforded  by  the  foreign  manu- 
facturer ;  and  if  he  can  pay  the  duty  of  fifty  cents  per  yard,  and 
yet  obtain  a  fair  profit,  he  will  send  all  the  market  demands. 
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"  There  is  another  view  of  the  matter.  Suppose  we  would  ex- 
port  our  piain  cottons,  for  example,  to  India.  We  there  meet  the 
English  article,  made  under  a  currency  more  valuable  than  our 
own,  which  can  consequently  be  afforded  for  less ;  since,  with  the 
same  amount  of  the  money  of  India  (i.e.,  value  money),  the  English 
manufacturer  can  pay  for  much  more  labor  in  England  than  the 
American  manufacturer  can  in  America.  It  is  true  that  the  rate 
of  waget  is  lower  in  England  than  in  this  country ;  but,  in  addition 
to  this,  England  has  the  very  great  advantage  of  a  currency  nearer 
the  currency  of  international  exchange,  which  is  always  strictly 
value  money.  In  such  a  State  of  things,  not  all  the  tariffs  that  ever 
were  or  ever  will  be  imposed  can  adequately  protect  our  manu- 
factures.  So  far  as  they  have  arisen  or  flburished,  it  has  been  in 
spite  of  these  disadvantages."  * 

During  the  continuance  of  the  compromise  tariff,  cstab- 
lished  in  1832,  and  which  terminated  in  1842,  the  currency 
varied  from  $11.82  to  $17.61  per  capita,  equal  to  an  expan- 
sion  of  more  than  fifty  per  cent ;  while,  during  the  same 
period,  prices  (as  shown  by  table  V.,  page  177)  fluctuated 
to  a  greater  cxtent.  The  Variation  in  prices  was  larger  even 
than  the  percentage  of  protective  duties. 

So  the  tariff  of  1842,  which  began  to  take  effect  in  1843, 
when  the  currency  was  $6.18  per  capita,  was  more  than 
counterbalanced  by  the  expansion  of  the  currency  to  $9.94 
in  1846.  But  the  manufacturer  suffered  as  much  from  the 
periodical  contractions  as  from  the  expansions  that  pre- 
ceded  them  ;  for  while,  by  the  latter,  the  duties  were  ren- 
dered  nugatory,  all  business  men  met  great  losses  from  the 
failures  and  the  general  derangement  and  Stagnation  which 
the  former  produced.  No  tariff  of  reasonable  extent,  such 
as  the  people  of  the  whole  nation  would  endure,  can  ever 
place  the  domestic  manufacturer  in  a  position  of  security 
and  of  reliable  profit,  while  competing  with  such  an  immense 
advance  in  prices  as  must  certainly  accompauy  an  expansion 
of  the  currency.  Nor  can  it  fail  to  be  true,  that  the  normal 
industrial  development  of  any  country,  in  which  such  a 

*  Walker  on  Money  and  Mized  Currency,  p.  89. 
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currency  exists,  must,  to  a  very  great  degree,  be  internipted 
or  distorted.  All  ordinary  business  calculations  are  over- 
turned.  An  dement  of  hazard  is  introduced,  fatal  to  the 
ßhrewdest  schemes. 

The  terrific  struggles  through  which  American  manufao- 
turers  have  passcd,  ever  since  the  establishment  of  the  first 
tariff  in  1816,  have  been  caused,  not  by  foreign  competitionr 
solely  or  mostly,  but  by  a  false  and  delusive  domestic  cur- 
rency. Pully  äs  wo  are  opposed  to  the  policy  of  protective 
duties,  we  are  still  more  opposed  to  that  system  of  currency 
which  neutralizes  themj  and  renders  the  legitimato  success 
of  home  manufactures  impossible,  even  after  so  great  sacri- 
fices  to  introducc  them. 

Thcre  is  a  still  more  striking  view  of  the  connection  be- 
tween  protection  and  currency. 

It  is  geiierally  believed  that  high  tariff  duties  restrict  the 
importation  and  consumption  of  foreign  merchandise.  It  is 
a  populär  cry,  that  "  government  ought  to  lay  heavy  duties, 
so  as  to  prevent  an  adverse  balance  of  trade,  and  the  conse- 
quent  shipment  of  specie  abroad." 

It  is  true,  as  a  principle,  that,  the  greater  the  price,  the 
less  the  consumption ;  and  that,  as  the  imposition  of  taxes 
on  the  foreign  article  increases  price.  so  it  must,  other 
things  equal,  decrease  consumption.  But  other  things  are 
not  equal.  They  have  not  been  so  in  this  country  during 
this  Century.  The  facts  in  the  case  do  not  show  that  heavy 
duties  neecssarily  reduce  the  consumption  of  foreign  arti- 
cles.  On  the  contrary,  it  is  found  that  the  largest  importa- 
'  tion  has  often  taken  place  during  the  existence  of  the 
highest  tariffs.  Diagram  No.  7  will  exhibit  the  relations  of 
the  tariffs  to  the  amount  of  imports,  from  1816  to  1861. 

Of  this  diagram,  showing  the  tariffs  and  the  consumption 
of  foreign  commodities  under  each,  it  must  be  remarked, 
that  the  line  indicating  the  different  tariffs  does  not  ex- 
press  with  precision  the  actual  percentage  of  tax  imposed 
by  each,  because  that  is  not  practicable :  it  is  only  given  as 

13 
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an  approximation.  Eaeh  of  the  tariffs  imposcd  different 
rates  per  centum  ou  diflurcnt  itcms ;  and  somc  of  the  tariffs 
have  a  large  projmrtion  of  specific  dutics,  or  so  much  per 
yard,  gallon,  or  jKnmd  ;  so  that.the  exact  per  centum  cannot 
be  ascertained,  nor  is  this  neccssary  to  our  purpose.  We 
nn>  aMe  to  deterniine,  with  sufficient  aceuracy,  the  general 
percontage  of  oaeh  tariff,  to  enable  us  to  judge  whether  the 
consumptiou  rises  and  falls  in  correspondence. 

The  taritf  of  IStt»  was  the  lirst  ever  laid  for  protection, 
and  is  estimated  at  twenty-four  per  cent.  Fonr  years  after- 
wards,  viz.  in  1820,  the  tariff  was  'inereased.  Eight  years 
afterwards  (1828\  a  very  great  advance  was  made,  whieh  is 
plaeed  in  onr  estimate  at  forty-eight  per  cent :  bnt  it  may 
have  U>en  mneh  higher  than  that,  as  maiiy  articles  were 
chanred  with  high  specific  duties,  anuuinting  to  from  one 
hundred  to  two  hundred  per  cent.  It  was  almost  prohibi- 
torv,  and  eave  such  uinbrasre  to  South  Carolina  and  other 
cotton-growing  States,  that  the  eelebrated  compromise  tariflF 
of  18o2  was  onactod,  which  reduced  the  duties  at  the  rate 
of  ten  per  centum,  on  all  over  twenty  per  cent.  for  ten  years; 
so  that,  at  the  end  of  that  tinie,  there  would  only  reniain  the 
twenty-per-vent  duty. 

This  tariff  canie  down  to  its  mininmm  in  184*2,  a  time  of 
great  dopression  of  prices  and  trade,  growing  out  of  the 
monetary  revulsion  through  which  the  country  had  just 
passed.  A  streng  and  successful  appeal  was  made  for  an 
increasc  of  duties ;  and  the  taritf  known  as  that  of  1842 
was  established.  giving  high  protection.  Tliis  occasioned 
so  much  dissatisfactiou,  that.  after  four  years,  the  rates  were 
again  rcduccd  by  the  tariff  of  184ö.  This  remaiued  in  Op- 
eration for  the  unpreeedented  period  of  eleven  years,  when 
«not her  reducüon  was  effeeted  by  the  tariff  of  1n>7,  This 
lasted  for  four  years.  when  the  neeessiiies  of  the  treasury, 
in  consvqueneo  of  war.  required  the  impoeition  of  higher 
dutks  in  1n51:  siuee  which  they  have  beea  still  fiirtber 
•dranced. 


N?8 

Shminy  the  /climtr  tf  tfu  (iurrn<r    and  t/tr  /m/ßfrt\ 

»  CtrtsumpttM  Ihr  26  jwrs 

460  Mrfticns  cS fltnrntv  .  ..           ... 

150  _     . 


CHAP.  X.]  EFFECTS  OF  A  MIXED   CURRENCY.  195 

With  these  explanations  of  the  diagram,  we  are  prepared 
to  inquire  into  its  teachings. 

Is  there  any  such  correspondence  between  the  two  lines 
as  to  indicatc  that  one  is  governed  by  the  other  ?  Does  it 
appear,  that,  as  the  tariff  rises,  importations  fall  off;  that, 
as  it  is  lowercd,  importations  increase  ?  Certainly  not.  We 
can  perceive  no  such  striking  correspondencc  between  the 
two  lines  as  to  lcad  us  to  bclicve  thg,t  importations  are  gov- 
erned greatly  by  the  tariff. 

There  seems  to  be  a  disturbing  influence  which  deranges 
the  natural  movement  of  the  line  of  consumption. 

The  two  lines  clearly  do  not  show  such  a  correspondence 
as  to  prove  that  importations  are  uniformly  governed  by  the 
tariff. 

A  reference  to  Diagram  No.  8  will,  we  think,  show  the 
disturbing  cause,  or  rather  by  what  law  importations  are 
controlled. 

Here  we  find  a  correspondence  so  uniform  and  persistent 
as  to  deeide  the  question,  beyond  cavil,  that  the  demand  for 
foreign  merchandise  depends  upon  the  quautity  of  currency 
in  the  country ;  and,  as  that  increases  or  diminishes,  so  does 
the  consumption  of  imported  articles. 

The  immense  expansion  of  1836  carried  the  consumption 
up  to  $10.93  per  capita,  under  a  medium  tariff;  while,  under 
a  still  lower  one,  in  1840,  the  consumption  was  but  $5.21. 
Whereas,  if  consumption  is  governed  by  the  tariff,  it  should 
have  been  higher  than  in  1836. 

According  to  the  natural  effects  of  the  tariff  (the  en- 
hanced  price  of  foreign  commodities),  consumption  should 
be  highest  when  the  tariff  is  lowest,  and  vice  versa.  We 
have  seen  that  such  correspondence  does  not  take  place. 
We  then  conclude  that  some  other  force  or  influence  oper- 
ates  to  neutralize  the  power  of  protective  duties,  and  even 
reverse  the  natural  effect.  The  last  diagram  proves  the 
existence  of  such  a  cause,  and  shows  its  effects  on  im- 
ports. 
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II'-ncc  wo  raay  lay  it  down  as  a  prineiple,  that  a  saune 
currency  la  more  important,  us  afTording  protection  ag&iii&t 
foreign  oompeütiozi,  Uhu»  a  high  t&tiff. 

Wi  close  our  reraarks  on  thia  aubjact,  by  quotiti 
lowing  forciblo  and  ju  üftent,  fottttd  U3  the  k%  Bankers* 

Magazine  "  (New  York)  for  1859-60,  page  2:  — 

♦*  So  far  as  tln*  nirrcurv  of  :i  miintry  w  alloyed*  so  far  äs  inj 
thing  inferior  fco  Imlliou  II  ullowrd  tO  ride  a*  a  dead  weight  0 
ÜOa'l  bftak,  it  ts  of  Utile  oonsequeuets  whether   such  dead  weigkj 
he  oOropoaad  of  lead  or  copper,  paper  or  leather  -.  nor.  *o  Cur  a*  the 
coamtVs  home  trade  ia  coucerned,  does  it  matter  whetber  Üas  uife- 
atitutc  fbc  ImlÜon  circulatc«  in  dtatiiict  pieees,  or  Ei  incorpontld 
into  the  gohl  und  *ilvi*r  coiti  at  the  mint.     It  ti  of  grast  hnprUnce 
bo  ÜW  prnfits  of  our  foreigii  trade,  however,  that  every  fraeiumof 
gehl  and  silver  in  our  currency  should  have  iU  owu  pr 
of  al!ov\  or  paper  in><|>;inihly  atta&hed  to  it;  10  that  fontgl 
ducers,  after  thoy  have  taken  pvper-money  prtees  of  us  Cor 
gooda,  s hall  not  wind  up  tln-ir  huiuncss  (a*  tJi*;\v  have  done  biütcrto) 
by  palmiag  fefaefe  shaiv  of  paper  mooey  upou  us  at  par  for  aotaal 
golti.     Ab  thingü  uow  are  inaimgrd,  Atnericaii  trade  and  industir 
are  tuade  to  buy  paper  at  the  bauks  at   the  price  of  gold,  and  aeU 
gold  to  forojgmarf  at  die  price  of  paper/' 


CI1APTER  XI. 

EFFECTS  OF   A   MIXED   CURRENCY   (cöwtwted), 

V\  A  anxEfl  currency  causes  un natural  and  extrem,  hfc 
tuati o n s  in  tlio  rate  * .» f  int g res t. 

If  a  mixed  currency  is  in  its  nature  eonstuntly  flu 
at  one  time  very  redundant,  at  another  vmy  scaroe,  it 
m  to  follow,  aa  a  necessary  cousequcncc,  that  the  r 
interest,  whicli  is  raerely  the  Buna  paid  for  the  ua*  of  imiöcy» 
or  currency,  would  be  equally  so,     Practically,  we.  find  that 
such  ia  tho  fact     Whilo  the  currency  b  in  the  prm 
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expansion,  and  is  enlarged  by  new  issues  from  day  to  day, 
money  must  be  plenty,  and  the  rate  of  interest  low. 

When  the  currency  has  become  largely  increased,  and 
epcculation  has  been  engendered  by  the  rise  of  prices,  the 
demand  for  money  will  increase  faster  than  the  supply,  and 
the  rate  of  interest  will  begin  to  advance. 

When  the  banks  have  arrived  at  that  point  at  which  they 
must  of  necessity  contract,  and  they  begin  to  take  in  their 
currency,  and,  of  course,  to  create  a  scarcity  of  the  means 
of  paying  debtSj  then  the  rate  of  interest  will  rise  to  a  very 
high  point,  not  unfrequently  to  four  or  six  times  its  natural 
rate. 

The  indebtedness  which  the  expansion  has  encouraged 
must  now  be  met,  at  all  events  and  at  any  sacrifice.  Sales 
of  property  cannot  be  made  for  cash,  bccause  all  cash  re- 
source8  are  needed  to  meet  existing  indebtedness,  rapidly 
maturing ;  and,  consequcntly,  a  great  pressure  is  made  upon 
the  money  market.  The  severity  of  this  is  indicated  by  the 
rate  of  interest. 

Such  being  the  facta  in  the  case,  we  need  not  be  surprised 
to  find  that  the  highest  rates  of  interest  are  paid  at  times 
when  there  is  far  moro  than  the  average  amount  of  cur- 
rency. 

On  the  other  hand,  when  indebtedness  has  been  dis- 
charged,  both  by  the  banks  and  individuals,  and  the  cur- 
rency reduced  to  very  moderate  dimensions,  we  find  the  rate 
of  interest  very  low. 

Take  the  years  1837  and  1857.  Interest  was  up  to 
thirty-six  per  cent ;  yet  there  was  a  greater  amount  of  cur- 
rency, per  capita,  then  in  use,  than  ever  before  or  since. 
Take  the  years  1842-43,  for  an  opposite  example,  when  there 
was  less  currency  than  ever  before.  Money  was  very  plenty 
and  very  cheap. 

This  law  has  governed  the  rate  of  interest  at  all  times 
under  our  currency,  and  is  strikingly  exhibited  in  our  Diar 
gram  No.  9,  inserted  herewith: 
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By  this  diagram,  we  see,  — 

First,  The  frequeiit  and  extreme  fluctuations  in  the  rate 
of  interest. 

Second,  That  the  highest  rates  of  interest  occur  when 
there  is  the  greatest  expansion  of  the  currency,  as  witness 
1836, 1839, 1854,  and  1857. 

Third,  That  the  lowest  rates  of  interest  are  found  where 
there  is  the  smallest  amount  of  currency,  as  in  1843-45. 

Fourth,  We  observe  some  remarkable  exceptions  to  these 
general  facta. 

In  1834,  we  find  the  interest  up  to  twcnty-four  per  cent, 
while,  in  the  following  year,  it  was  down  to  five.  This  is 
easily  explained  by  those  cognizant  of  the  facts.  The 
United-States  Bank  then  in  existence  was  extremely  de- 
sirous  of  recharter;  and,  to  secure  this,  it  was  thought 
necessary  to  produce  a  tremendous  pressure  in  the  money 
market,  or,  in  the  expressive  language  of  the  day,  "  put  on 
the  screws."     This  result  was  a  high  rate  of  interest. 

The  following  year,  1835,  the  bank  took  the  opposite 
course,  and  interest  feil  below  the  natural  rate. 

In  1836,  there  was  a  great  expansion  of  the  currency,  as 
shown  m  the  lower  line  of  the  diagram.  Speculation  was 
rife,  the  banks  could  not  meet  the  demand  for  money,  and 
interest  went  up  to  thirty  per  cent.  Li  1837,  the  banks 
suspended,  then  issued  freely,  and  interest  went  down  to  a 
low  point.  In  1838,  the  work  of  contraction  began ;  a  mul- 
titude  of  banks  in  the  West  and  South  failed,  and  the 
pressure  upon  the  solvent  banks  became  great ;  interest 
went  up  to  eighteen  per  cent.  The  year  1839  witnessed 
still  greater  distress  for  money.  Resumption  of  specie  pay- 
ments  by  the  banks  began  to  take  place,  and  consequently 
a  great  contraction  of  the  currency.  There  was  also  a  very 
large  exportation  of  specie  that  year ;  and,  by  these  combined 
causes,  the  rate  of  interest  ran  up  to  thirty-six  per  cent. 
In  1840,  on  the  other  hand,  more  specie  was  imported  than 
exported.    The  indebtedness  of  the  country  had  been,  in 
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great  measurc,  discharged,  and  money  was  plenty.  Inter- 
est  was  down  to  five  or  six  per  cent.  In  1841,  thcre  was 
again  an  export  of  specie,  and  also  in  1842 ;  and  the  rate  of 
intercst  wcnt  up  to  nine  and  twelve  per  cent.  But,  in  1843, 
the  lowcst  point  was  reached,  niore  than  twenty  millions  of 
gold  were  importcd,  and  money  was  a  drug.  Interest  was, 
for  a  while,  almost  nominal.  Large  amounts  were  nego- 
tiated  as  low  as  three  and  a  half  per  cent. 

Prom  thisutime  forward,  wc  have  only  the  natural  results 
of  a  mixed  currency  in  its  fluctuations.  In  1847,  the  rate  of 
interest  was  high,  —  eighteen  per  cent, — though  the  cur- 
rency was  not  redundant.  This  was  the  year  of  the  Irish 
famine ;  and  we  imported  twenty-two  millions  of  gold  above 
the  exports.  From  1849  to  1857,  the  currency  was  con- 
stantly  increasing.  Severe  fluctuations  in  the  money  market 
took  place,  but  no  grand  revulsion  until  1857,  when  so  great 
was  the  inflation  of  the  currency,  and  consequently  the 
gencral  credit  of  the  country,  that  an  explosion  took  place ; 
interest  going  up  to  thirty-six  per  cent.  All  these  facts  are 
significant,  and  form  an  essential  part  of  the  history  of 
mixed-currency  banking. 

The  comparativo  fluctuations  in  the  United  States  and 
England  is  shown  by  the  following  table  of  rates  of  interest 
from  1844,  when  Sir  Robert  Peers  act  was  passed,  up  to 
1858,  inclusive,  —  fifteen  years.  The  rates  of  the  Bank  of 
England  are  from  official  sources :  those  in  the  United  States 
are  furnished  by  one*  who  has  kept  himself  acquainted  with 
the  street  rates  in  the  city  of  Boston.  The  banks  being  pro- 
hibited  by  legislation  from  taking  more  than.  a  fixed  per 
cent,  the  actual  value  of  interest,  or  the  use  of  money,  can 
only  be  ascertained  from  quotationsof  transactions  outside. 
These  are  e*%enlially  correct,  as  applied,  not  only  to  the  par- 
ticular  market  in  which  they  were  taken,  but  to  the  other 
large  money  markets  of  the  country. 

*  Joseph  G.  Martin,  Esq.,  Boston,  author  of  manj  raluable  Statistical 
tables,  &c. 
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Table  VI.,  tkmoimg  tkt  FluctmatUm»  im  the  BaU$  qf  Inttrttt  m  England  om| 
UnUtd  Statu  from  1844  to  1868,  incbuive. 


TBAS. 

Bat*,  Bank 
of  Boglaad. 

1844 

4-2* 

1846 

2J-  3* 

1846 

31—  8 

1847 

3-8 

1848 

6  —  8 

1849 

8  —  2* 

1860 

2|—  8 

1861 

8 

1862 

8  —  2 

1863 

2  —  6 

1864 

6  —  6* 

1866 

6  —  6 

1866 

6-4* 

1867 

6*— 10 

1868 

9  —  2* 

Pammge  of  Engliih  Bank  Act. 
Irish  funine 

Crimeanwar 

The  great  revultion    .    .    .    . 


The  average  rate  of  ioterest  in  the  Bank  of  Eng- 
lniul,  from  1844  to  1858,  as  computed  from  tables 
in  the  "  Mercliants'  Magazine,"  vol.  IL  page  465, 
wa,s *.    8.82  per  oenl 

Approximate  average  for  the  same  time  in   the 

United  States 10.5        „ 

We  say  approximate  average ;  for  tho  data  are  too  imper- 
fect  in  this  country  to  give  any  exaet  results.  Tlie  average 
of  10.t5  may  be  somcwhat  too  high ;  and  yot,  as  computed 
lipon  transactions  made  in  Boston,  New  York,  Philadelphia, 
Baltimore,  Cincinnati,  Chicago,  and  St.  Louis,  it  is  doubl» 
ful  whether  it  is  much  in  excess  of  the  truo  average  rate. 

The  dividends  whieh  the  banks  of  this  country  make, 
after  paying  heavy  taxes  and  general  expensos,  show,  that 
the  rate  of  interest  they  obtain,  notwithstanding  the  legal 
restriction,  must  bc  high  with  them;  and  it  is  notorious 
that  interest  "  outside "  at  all  times,  when  money  is  in 
demand,  is  greater  than  that  charged  by  the  banks.  The 
interest  paid  upon  mortgages  and  other  permanent  inreat» 
ments  is  most  commonly  six  per  cent.  It  is  mainly  on 
business  paper  that  tho  high  rates  are  obtained. 


CHAP.  ZI.]         EFFECTS  OF  A  HIZBD  CURRENCY. 


201 


Table  VII.,  skowing  the  Fluctuaüons  in  the  Rate  of  InUrest  at  the  Bank  of  England 
for  160  Years,  tövided  into  afferent  Periode.    • 


1704  to  1614,  ine 
1815  to  18S5,    „ 
163fl  to  1843,    „ 
]8l4tolBßÄ,    . 
IBSfltolBäS,    „ 


Tean. 
111 

21 

8 

Iß 

6 


T>1  !»-*>* 

30  fi  30  4  to 

7  0    Ol  4  to 

10     0  i  4  to 

3     3  J  2  to  10 

2    8  I  2  to    8 


Hitnof 

ln:>irt{, 


Ünrik  in  su*p*n*ion  Jaflt  17  yenra. 
Bank  in  sm-pennon  tlrnt  0  yeura. 

lt;mk  Act  Of  1844  sujpetirted  1847« 
Bank  Act  suüpondvd  1867, 


The  foregoing  table  presents  a  striking  view  of  the 
mixed  currency  of  England. 

Ist,  The  great  contrast  between  the  stability  of  the  rate 
of  interest  for  the  first  one  hundred  and  forty  years  and  the 
last  twenty  years ;  only  sixteen  changes  in  the  rate  during 
the  former,  and  ninety-three  changes  during  the  latter 
period. 

2d,  The  great  and  violent  fluetuations  within  the  last 
twenty  years,  ranging  from  two  to  ten  per  cent,  corre- 
sponding  to  the  variations  in  the  United  States  from  four 
to  thirty-six. 

3d,  We  observe  the  several  suspensions  of  the  Bank  of 
England,  and  of  the  Bank  Act  of  1844. 

4th,  We  observe  the  same  succession  of  panics  as  have 
been  witnessed  in  the  United  States.  Sir  Robert  Peel,  in 
his  speech  on  the  Suspension  of  the  Bank-charter  Act  in 
1847,  speeifies  the  following :  "  the  panics  of  1784,  1793, 
1810,  1819,  1826,  and  1837."  The  panics  of  1847  and 
1857  have  since  been  added. 

Between  the  years  1784  and  1857,  inclusive,  —  a  period 
of  seventy-three  years,  —  there  have  been  eight  panics,  or, 
on  an  average,  one  in  nine  years,  if  we  reckon  that  of  1784. 

They  correspond  very  nearly  with  those  panics  which 
have  oecurred  in  the  United  States.  And  here  it  may  not 
be  improper* to  present  some  additional  facta  in  regard  to 
the  British  currency,  showing  in  how  far  it  corresponds 
to  our  own  in  its  character  and  eflfects. 


EXCHANGE, 


THE    CURItENClGS   OP   GEIEAT   BRITAIN    AND    l 
GOMPAKEU. 

From  1844  fco  1 859s  inclusive  (sixtecn  years),  th 
circulation  of  all  the  hauka —  EnglLsh,  IHah,  and 
was  tliirty-Boven  mÜlioiie  Sterling  ;  average  «p 
milliona. 

We  have  not  at  hand  any  accomit.  of  tfae  dr 
of  Ihesc  hauka,  except  the  Bank  of  England.     In 
average  of  doposita,  public  and  private,  m  ahuu 
inillinjis,   while  the  rhvuhition   w;ts  ih.mHv  t \v<*ji( 
is  well  kiiotvn  tliat  the  deposita  of  the  United  tun 
Bude  cbiefiy  in  thoae  joint-atock  batike  wfaieb  do 


currency,  but  are  euuüned  fco  the  operationa  of 
Banking.     In  additioii  tu  ihis,  wb  have.   rln: 
that  the  Banfc  of  England  .reeeives  vory  largoly 
depomt»,  irhicb  §fo  to  nmke  np  the  ku:: 
Wo  almll  tkarttfoltt  be  safe  in  esümaiiiig  th> 
of  all  the  currency  banks  of  tho  United  Kingdon 
in  proportion  tu  tlusir  circulation  than  are  thof 
of  England,     If,  thm,  wo  aaaume  th< 
average,  in  all  the  remaitting  banks,  fifiv  p 

alation,  we  shall  have  the  following  reault  fo 
rency  of  Orcat  Britain  :  — 

Bank  of  Eaglaod'l  circiilalion *     -     - 

„  tt         th-posits 

Other  Batiks*  circulation , 

5J  „      dqiosits  (estitnated)  »•••*•< 

Total  specie,  as  bofora , 

This  would  ho  equal  to  nearly  tlurty  per  oea 
eighteeu   per   oent  in  tho   currency  of  the    I 
showing  a  considerablr  Bupftriority  in  ipuility. 

But  thia  is  oiily  a  partial  view  of  the  mal 
of  England  iasucs  110  notes  of  less  denominatioa 
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pounds.  The  bauks  of  Irelaud  aml  Sootlaud  issuc  none 
lese  than  ono  pbund  (or  five  dollaJrflf);  tränte,  in  the  United 
States  generally,  bauk-uotcs  an;  issucd  as  low  as  oue  dollar 
(or  four  Shillings  Sterling).  Tliis  niakes  a  vast  difiference 
in  the  amount  of  specie  in  the  hands  of  the  pcoplet 

All  Hinall  tnmsuetions  are  made  in  gold.  A  tniveller 
may  pass  mouths  in  England,  and  cxpeud  thousands  of 
dollars,  without  ever  sceing  a  bank-note  in  the  hands  of  any- 
body, 

Frobably  it  would  not  be  extravagant  to  suppose,  that 
therc  was,  on  an  average,  a  sinn  squat  fco  two  pounds  to 
eacb  inhabitant.  It  has,  indeed,  been  estiniatcd  rauch 
higher ;  but  allowing  only  two  pounds  eacb»  cqual  to  ten 
dollars,  we  should  have,  ou  a  populalhm  of  tweuty-six  unU 
liotis,  fifty-two  millions  Sterling,  equal  to,  say,  two  hundred 
and  fifty  inilliou  dollars. 

From  tbc  foregoing  Statements,  it  will  bc  seen  how  mueh 
greater  13  the  stabüity  of  the  currency  of  Great  Britaiu 
than  that  of  the  United  States. 

Tbe  currency  of  Scotlaud  approaehcs  more  nearly  to  that 
of  tbis  country  than  any  other  scction  of  Great  Britaiu. 
Önt'-jM nind  lmtes  are  issued  to  the  extcnl  of  two-thirds  of 
ita  whole  cireulation ;  and  the  proportion  of  specie  ht-ld  by 
the  bauks  \&  sinaller. 

The  consequeucc  is,  that  niouctary  aflfairs  are  more  fluc- 
tuating,  und  the  11  umher  of  bankruptcies  greater,  thau  in 
the  other  part  of  Great  Britaiu* 

Thcre  are  110  reliable  statisties  by  wlüch  to  dctermiiie  the 
relative  proportion  of  failures  in  each  of  the  diflereut  niixed- 
currency  eountries  of  the  world ;  but,  had  we  the  data,  it 
would  undoubtedly  appear  that  the  proportion  of  failures  in 
eacb  country  was  governed  strictly  by  the  charaeter  of  ita 
currency* 

In  the  United  States,  where  tbc  currency  for  the  last 
thirty-five  years  has  been  weaker  than  uny  other  in  the 
world,  the  proportion  of  failures  are  weil  kuown  to  be 
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greater  than  anywhere  eise.  The  common  estimate  has 
been  ninety  in  one  hundred.  There  is  nothing  mystc- 
rious  in  this  result.  It  is  the  natural  consequence  of  a 
fluctuating  and  unreliable  currency.  Notwithstanding  this 
greater  stability  of  the  English  currency,  as  compared  with 
that  of  the  United  States,  it  is  still  so  essentially  defective, 
so  alloyed  or  adulterated  with  the  element  of  credit,  that  it 
produces  in  degree,  though  not  in  extent,  the  same  evils 
suflFcred  in  the  United  States.  The  commerce  of  the  vast 
empire  of  Great  Britain  is  kept  in  a  state  of  continual  per- 
turbation.  The  "  reserve "  of  the  Bank  of  England  is 
watched  with  the  greatest  solicitude :  as  it  rises  or  falls,  so 
every  business  man  in  the  nation  is  affected.  This  has 
become  more  strikingly  apparent  within  tho  last  twenty 
years.  The  fluetuations  in  the  bank  rate  of  interest  have 
been  more  frequent  and  violent  than  previously,  and  seem 
to  be  growing  worse  from  year  to  year. 

We  annex  a  Table  VIII.,  showing  the  bank  reserve  for 
each  year  from  1844  to  1858,  and  the  corresponding  rates 
of  interest  charged  by  the  Bank  of  England,  together  with 
a  diagram,  No  10,  representing  the  same. 

Table  VIII.,  showing  the  Ratet  of  Inierest  each  Year  in  the  Bank  of  England, 
with  the  Amountofthe  Bank  Reserve  at  the  corresponding  Date^from  1844  to  1868, 
inclusive,  and  the  Suspensions  of  the  Bank  Act 


1844. 
1846. 
1846. 
1847. 
1848. 
1849. 
1860. 
1861. 
1862. 
1868. 
1864. 
1866. 
1866. 
1867. 
1868. 


Bank  Reaarr«. 


8f  millions 

10  „ 

U  n 

11  n 
12*  „ 
18  „ 

*  ii 

H  „ 

8  ii 

H  ,, 

13i  „ 


Suspension  of  Bank  Act 


Suspension  of  Bank  Act 


Bank  Rat«  of 
InUreat. 


2J  per  cent. 

3J  „ 

3  „ 

l  :: 

2*  ,i 

2i  „ 

2  " 

6  ii 

H  ,i 

3,  „ 

4*  ,, 

10  n 

2.  „ 


4 
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pounds.  The  banks  of  Ireland  and  Scotland  issue  none 
less  than  one  pbund  (or  five  dollars) ;  whilo,  in  the  United 
States  generally,  bank-notes  are  issued  as  low  as  one  dollar 
(or  four  Shillings  Sterling).  This  makcs  a  vast  difference 
in  the  amount  of  specie  in  the  hands  of  the  people. 

All  small  transactions  are  made  in  gold.  A  traveller 
may  pass  months  in  England,  and  expend  thonsands  of 
dollars,  without  ever  seeing  a  bank-note  in  the  hands  of  any- 
body. 

Probably  it  would  not  be  extravagant  to  suppose,  that 
thero  was,  on  an  average,  a  sum  equal  to  two  pounds  to 
each  inhabitant.  It  has,  indeed,  been  estimated  much 
higher;  but  allowing  only  two  pounds  each,  equal  to  ten 
dollars,  we  should  have,  ou  a  populatiQn  of  twenty-six  mil- 
lions,  fifty-two  millions  Sterling,  equal  to,  say,  two  hundred 
and  fifty  million  dollars. 

Prom  the  foregoing  Statements,  it  will  be  seen  how  much 
greater  is  the  stability  of  the  currency  of  Great  Britain 
than  that  of  the  United  States. 

The  currency  of  Scotland  approaches  more  nearly  to  that 
of  this  country  than  any  other  section  of  Great  Britain. 
One-pound  notes  are  issued  to  the  extent  of  two-thirds  of 
its  whole  circulation ;  and  the  proportion  of  specie  held  by 
the  banks  is  smaller. 

The  consequence  is,  that  monetary  affairs  are  more  fluc- 
tuating,  and  the  number  of  bankruptcies  greater,  than  in 
the  other  part  of  Great  Britain. 

There  are  no  reliable  statistics  by  which  to  dctermine  the 
relative  proportion  of  failures  in  each  of  the  different  mixed- 
currency  countries  of  the  world ;  but,  had  we  the  data,  it 
would  undoubtedly  appear  that  the  proportion  of  failures  in 
each  country  was  governed  strictly  by  the  character  of  its 
currency. 

In  the  United  States,  where  the  currency  for  the  last 
thirty-five  years  has  been  weaker  than  any  other  in  the 
world,  the  proportion  of  failures  are  well  known  to  be 
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Table   IX-,   ihfwng  the  Friet  of  Ftoür  atvl  Cotton  front  1P4Ö  to  1859,  indoHv* 
(14  Ymr*),  with  the  Currency  per  Oopifa,  and  Htm  rat  Frier*  at  twrtsj* 
Dalta* 
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4  30 
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2L92 

1662     ,     . 

140 

0 

13.31 

21,43 

Ifc50  .     . 

5.10 

ni 

14  .&0 

32,11 

Tlie  foregoing  table  shows  conclusively,  thafc,  while  gen- 
eral  priees  couform  remarkably  to  tlie  existing  o^uantitv  of 
currency,  flnur  and  cotton  do  not  risc  and  fall  with  its  fluc- 
tuations.  Fluur,  for  examplc,  in  1846,  with  a  currency  of 
0,94,  was  at  $6.06 ;  white  in  1851 ,  when  the  currency  had 
risen  to  11.86,  an  advanec  of  twejity  per  cent,  flour  was  at 
94*50,  a  Jt't'line  of  ten  per  cent,  Cotton  was  at  12  cents* 
iiiidrr  b  currency  of  10.89,  in  1850,  and  but  9  cents,  m 
a  currency  of  14,95,  in  1854/  But  we  need  not  point  Ol 
these  facto  ;  they  are  qnite  apparent  throughoiit  the  whole 
table,  and  show  beyond  cüvü  tliat  tho  prioea  &f  agrih 
cnltiiral  producta  in  the  United  States  are  not  goverued 
b  mixed  currency,  as  other  producta  are  which  the  ag- 
riculliiriöt  must  purchase  for  cousuinption*  Hence  he  is 
nlways  a  Biiflerer,  as  compared  with  tlie  inanufacturer  and 
all  other  classes  whosc  produetions  are  not  exported ;  for  tho 
commodities  of  the  latter,  white  they  are  advanced  in  co«t 
hy  currency  Inflation,  are  also,  unlesa  they  come  especially 
into  competition  with  foreign  producta,  correspondingly 
enhanced  in  price  in  the  ho  ine  market. 

Ordinarily,  iliis  Operation  of  a  mixed  currency  m  not  ap- 
parent to  superficial  obseiTers ;  but  the  effects  are,  never- 
theless,  alw&ya  as  eertain  as  at  the  preseut  time,  when  they 
are  seen  by  every  one. 
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At  the  time  we  are  writing,  the  people  of  the  West  are 
suffering  prodigiously  from  the  influence  of  a  redundant 
currency.  All  they  consume  of  purchased  commodities 
they  pay  one  hundred  and  twenty  per  cent  advance  upon ; 
while  their  producta,  wheat,  com,  <Src,  can  only  be  advanced 
about  forty  per  cent, — the  premiuin  on  gold.  They  feel  dis- 
trcssed,  and  clamor  against  the  tariff,  as  they  have  much 
rcason  to  do ;  but  they  suffer  a  loss  of  ten  dollars  from  the 
currency,  to  one  from  the  tariff.  Whenever  they  see  this, 
the  evil  will  be  remcdied ;  for  the  agriculturists  of  the  na- 
tion  hold  the  political  power  of  the  country  in  their  hands, 
and  all  this  class  of  producers,  East  or  West,  North  or 
South,  in  Maine  or  Texas,  Florida  or  Minnesota,  are  alike 
interestcd  in  this  matter. 

Again,  agriculture  is  more  disturbed  by  speculative  Op- 
erations than  other  branches  of  industry.  Its  products 
are  great  staples,  the  necessaries  of  life.  They  are  not 
subjcct  to  quick  decay ;  hence  can  be  monopolized  and  held 
for  a  rise  of  prices.  The  sudden  and  excessive  expansions 
of  a  mixed  currency  afford  great  opportunities  for  operar 
•  tions  of  this  sort ;  and  no  products,  probably,  are  so  much 
speculated  upon  as  those  of  the  farmer  and  planter.  The 
profit  of  all  this  goes  to  those  who  can  command  the  re- 
sources  of  the  banks.  The  producers  are  far  more  injured 
than  benefitcd  by  these  unnatural  disturbances  of  the 
market. 


CHAPTER  XII. 

FALLACIES  REGARDING  A  MIXED  CURRENCY. 

Fallacy  Ist.  That,  by  means  of  mixed-currency  banks, 
the  capital  of  a  country  is  greatly  increased. 

Capital  is  the  portion  of  wealth  employed  in  reproduc- 
tion.     Money  is  one  form  of  capital.    To  the  banker  or 
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moncy-lender,  it  may  bo  bis  entire  capital :  buU  tu  themer- 
chant,  muuufachircr,  or  agricolturiet,  U  tal  unlv  & 

Mir    in  atr  unten  t   by   which   he   obtains    tlmsc 
which  euiibtlitm-  bia  ttadn  capital,  npon  which  tu 
k|  and  from  which  he  makc*  hl«  profita* 

Ot  l  1  j ■« -  greai  uiuss  of  the  vrorld'a  oapital,  monej 
ßmall  Fracthm.     Credit  is  no  part  at  all.     Capital 
BaiiL  i^  th;it  portion  rf  wealth  omployöd  in 
Monry  la  that  portion  of  oapital  which  h  employ 

luction,  for  the  öpocial  purposc  *  »f  eflecting 
eiohange  of  raltiefl  whioh  itaelf  confera  valuo, 
by  lahor. 

I  pari  of  riuuikiml,  mooey  is  only  tliem 

by  which  capital  is  obtained  (Vom  tbooe  who  have 

NoW,  wirre  it  nul  Ihr  niixrd-cinrency  battkSj  all   tUc  capi* 
tal  loaned  in  the  form  of  moiiey  would  hü  rcliuhl 
currency,   ibr   tho  time  being,  tuken   tho    place    of 
iiiunrv,  aud  bocomea  an  Instrument  by  whioh 
fnuwforred.    But  Siä  naturc  is,  aa  we  ba1?*  seöii,  to  is*w 
iu  greater  voltsma  fchan  urj  for  tbe  wante  of  com- 

taerce,  aiul,  by  Ulis,  lo  disturb  tho  buainess  üf  tli 
cause  an  unnatural  risc  of  pricas,  an  increase  of  imp 
deereaae  of<  aud  linally  a  call  lor  real  moncy,  vrhieb 

will  cause  the  withdrawal  of  all  tlic  extra  currency 
very  moraent  wbeu,  owing  to  the  iuereasöd  indebtedneai  it 
has  caused,  it  ia  morc  needed  than  at  any  other  poriod.   It 
will  then  be  diseovered  that  this  excess  was  not  capil 
aoteal  valuCj  but  credit,  in  the  guiae  of  capital,  \\h\ 
niixed-cunoiicy   banks    had  issued,  and  which  thoj 
compelled  tu  withdraw  when  niost  wanted* 

Falhicy  2d.    That  mixed  currency  is  cheaper  than 
currency,  moro  cconomieal,  aud  therefore  morc  d< 

Specb  coste  much  labor.     Paper  Costa  but  litile 
pariaon:  therefore,  as  it  aiiBWcrs  the  stime  purpose,  and  a 
more  conveniently  handled,  it  confers  a  benefit.    Tili 
populär  idea. 
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Money,  we  have  said,  is  an  instniment,  nothing  eise ;  wo 
do  not  eat,  drink,  or  wear  it.  All  tools,  instrumenta,  or 
appliances  should  be  as  cheap  as  possible,  provided,  always^ 
they  aro  safe  and  efficient.  It  would  be  cheaper  to  have 
ploughs  made  wholly  of  wood.  They  would  be  lighter,  and 
quite  as  handsome,  as  when  made  partly  of  iron.  But 
would  they  be  as  useful,  and,  in  the  end,  as  profitable  ? 

A  paper  cap  is  cheaper  than  one  of  leather  or  cloth ;  but 
would  it  be  as  durable  and  comfortable  ?  If  not,  although 
in  the  first  instance  it  costs  less,  it  would  not  be  desirable 
for  use.     The  same  principle  applies  to  money. 

If  what  we  have  already  said  of  a  mixcd  currency  is 
true,  it  is  wanting  in  those  qualities  which  would  make 
it  cheaper  than  a  value  currency.  It  does  not  discharge 
fully  or  perfectly  a  Single  fiiriction  of  money.  It  deranges 
trade,  because  it  does  not  obey  the  laws  of  trade.  It  in- 
creases  credit  enormously,  by  its  expansions,  because  it  is 
itself  credit ;  and  impairs  it  by  its  contractions  when  its 
own  credit  is  blown  upon. 

But  the  gain  by  this  Substitution  of  credit  for  value  in 
the  currency  is  insignificant,  when  compared  with  the  great 
interests  of  trade. 

The  average  of  paper  circvlation  in  the  United  States  from 
1850  to  1859,  inclusive,  ten  years,  was  not  more  than  $6.25 
per  capita.  If  from  this  we  deduct  the  average  specie  per 
capita  for  the  same  time  held  by  the  banks,  viz.  $2.25,  we 
shall  have  left  $4.00,  as  the  amount  for  each  individual  of 
credit  circulation.  On  that  amount,  the  saving,  if  any,  is 
to  be  made.  If  we  compute  the  interest  at  six  per  cent, 
we  have  twenty-four  cents  as  the  annual  saving  to  each  in- 
dividual by  the  use  of  credit  currency ;  a  saving  worth  the 
attention  of  the  statesman,  if  it  could  be  properly  and  safely 
made,  but  paltry  in  comparison  with  the  losses  and  disturb- 
ances  incident  to  a  mixed  currency. 

In  this  connection,  it  seems  proper  to  introduce  a  distinct 
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calculation  of  the  damage  occasioned  to  the  people  generally 
fironi  this  cause. 

On  the  7th  of  January,  1841,  Congress  requested  of  the 
Secretary  of  the  Treasury,  first,  a  return  of  the  losses  sus- 
tained  by  the  government  from  using  banks  as  depositaries, 
and  by  its  connection  generally  with  them ;  and,  secondly, 
the  amount  the  people  had  lost  on  account  of  the  banks  and 
thcir  issues.     The  replies  were  in  substance  as  follows :  * — 

Losses  snstained  by  government  to  the  year  1837  .     .  $15,492,000 

„      sustained  by  the  public 108,885,721 

„      by  bank  suspensions  and  by  depreciated  notes  .     95,000,000 

„      by  destruction  of  bank-notes 7,121,332 

„      by  connterfeits  beyond  losses  by  coin ....       4,444,444 
„      by  fluctuations,  revulsions,  sacrifices  ....  150,000,000 

Aggregate $380,943,497 

Such  were  the  estimatcs  of  the  losses  to  the  people  and 
the  government  resulting  from  the  use  of  a  mixed  currency 
up  to  1841.  There  can  be  no  doubt,  in  the  minds  of  men 
who  were  in  busincss  during  the  period  covered  by  these 
figures,  that  they  are  so  far  correct  that  they  fail  only  by 
rcason  of  being  set  too  low,  particularly  those  of  the  last 
item ;  viz., "  losses  by  fluctuations,  revulsions,  and  sacrifices." 

Twenty-four  years  have  elapsed  now  (1865)  since  the 
foregoing  table  was  prepared ;  and,  during  that  time,  the  cur- 
rency has  been  doublcd,  the  country  has  passed  through 
several  contractions  and  one  or  two  explosions,  and  has 
suffered  as  much  probably  as  in  the  preceding  period.  If 
so,  the  total  loss  would  amount  to  seven  hundred  and  sixty 
million  dollars.  But  suppose  it  to  be  only  five  hundred  mil- 
lion  dollars:  that  amount  would  furnish  gold  and  silver 
currency  suflicient,  not  only  to  supply  our  wants  at  present, 
but  for  generations  to  come. 

Some  have  supposed  that  a  great  saving  is  made  by  the 
use  of  paper  money  instead  of  coin.    But  it  is  not  necessary 

*  See  "  Merchanta'  Magazine/1  vol.  1.  p.  9. 
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to  have  a  mixed  currency  in  order  to  avoid  abrasion  of  the 
coin.  A  mercantile  currency,  based  wholly  on  spccie,  would 
equally  avoid  loss  from  this  cause,  and  yet  secure  all  the 
advantages  of  a  value  currency. 

But,  in  fact,  the  abrasion  of  paper  currency  is  far  greater 
than  that  of  gold ;  that  is,  it  costs  more  to  keep  out  one 
hundred  dollars  of  currency  than  it  does  to  keep  out 
one  hundred  dollars  in  coin.  Gold  and  silver  circulate 
themselves  ;  but  it  requires  a  formidable  machinery  to  circu- 
late paper  promises, —  a  machinery  far  more  costly  than  the 
slow  wear  of  the  precious  metals.  No  banker  would  venture 
to  say  that  a  paper  currency  can  be  maintained  for  one- 
twentieth  of  one  per  cent  per  annum. 

It  may  be  said  that  the  banks  gain  a  considerable  sum  by 
the  accidental  destruction  of  their  notes.  Doubtless ;  but 
what  they  gain  somebody  loses.  The  amount  estimated  to 
have  disappeared  in  this  manner  up  to  1841,  as  we  have 
seen  in  the  table  just  cited,  was  put  at  seven  millions  of 
dollars.  A  very  large  proportion  of  this  feil  on  the  poorer 
classes,  as  also  do  the  losses  by  counterfeiting. 

But,  if  we  would  comprehend  the  question  of  economy, 
we  must  appreciate  the  expense  of  maintaining  all  the  offi- 
cers,  managcrs,  and  subordinates  of  fifteen  hundred  banks, 
with  all  the  incidental  charges  of  their  Operations.  At  a 
moderate  calculation,  this  would  not  average  less  than  four 
thousand  dollars  to  each  bank,  or  a  total  sum  of  six  million 
dollars  per  annum. 

This  argument  of  economy  in  the  use  of  credit  money 
was  presented  by  Dr.  Adam  Smith  eighty  years  ago.  Even 
then  the  danger  was  apparent,  though  the  System  had  not 
been  developed  to  its  proper  character  and  consequences. 
Had  the  writer  witnessed  the  great  convufeions  from  1797 
to  1857,  he  would  have  dismissed,  as  wholly  an  idle  fancy, 
the  scheme  of  substituting  the  "Daedalian  wings"  (say, 
rather,  the  Icarian  wings)  of  credit  for  the  "  solid  ground  " 
of  value.    He  says :  — 
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"The  gold  and  ailver  moncy  whieh  riirulales  in  any  ou; 
inay  wry  properly  be  conipared  to  a  bigbwAy  ;  tfbich,  * 
culates,  and  carriea  to  market  all  iht*  graus  i&d 
produces  itaelf  not  a  fiiiiph*  |  ber.    The  judic 

of  blink btg,  by  providiu<;.  it  I  nuiy  In:  allowed  so  violent  a  lnebqiLr, 
a  «ort  of  wagon-way  thrtm<>h  ib<    :nr.  eoable  ihe  countryb 
vert,  as  it  were,  a  great  part  of  its  bighwayu  iiilo  good  paatun»  im] 
ComfielcLi,  and  thereby   to  iucrwwu  VI  ry 
produoe  of  Ifeg  Land  und  labor.    Tbo  commeroe  aod  indtii 
country,  however,  it  must  b«  acknou  though  ti 

somrwluit  augmented«  cuiinot  be  ;dtügetlter  so  an  i  flwy 

are  thue,  H  it  were,  auspeuded  upuu  tlie  Ltaedalian  wilig 
money»  as  wheii   ihey  iravtd  about  upon  the  solid 
aml  silver*     Over  and  uUnr   (I  r*  ii>  whicli  th 

poaed  frorn  the  un&kilfolne&B  of  the  conductora  uf  tbi»  pa] 
tlu'v  mv  lmblc»  to  several  othera,  fn>m  whicli  uo  prudn 
Ol  tllOM  OQQdnotOVI  can  guard  ihei»/1 

This  comparison  ia  füll  and  jnst  in  every  partmte 
Natinns  liavo  hecn  trying  to  taake  a  stuall  eaving 
pensing  with  the  vital  conditio»  of  all  fheir  wealth»    These 
politieal  formers  have  alwaye  oched  to  k>  plou 
seeding   down    the  very  highways    of  their   indush-v 
more  in  teilt  on  thi*  than  fco  improve  the  land  alreadj  al 
thcir  disposal.     UA  wagou*way   through   the   air" 
violent,  but  rather  a  modeat,  raet&phor  for  th 
which  they  propose  to  make  nothing  do  the  work  of 
thing.     A  man  might  as  miaonably  try  to  make 
by  Bolling  bis  own  hlood  aa  a-nation  gain  aught  h 
its  oosunerce  of  money.    It  is  an  attempt  to  cliea< 
of  its  foundation,  the  animal  of  ita  faod. 

Nor  is  it  even  economy,  at  the  (trat  and  on  ihn 
perlene?  hifl  &howo    that  thia  e  syaterij 

railways  ia  rather  more  costly  in  its  outlay  than  the  mm 
natural  one  that  rests  upnn  the  ground.  [nduatrial  W- 
loouiug  has  iihvMvs  beeo  difficütt  and  dangeroua, 

Faüarjf  8d*     Thal   the  uae  of  miscd  currency  has  booo 
the  cause  of  the  great  prosperity  of  the  United  Stel 
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This  is,  doubtless,  a  very  idle  assumption,  unworthy  of 
discussion.    Tet  thousands  are  influenced  by  it. 

A  eaineidence  is  taken,  by  force,  for  a  cause. 

The  United  States  have  prospered  greatly,  and  at  the 
same  time  there  has  been  a  large  consumption  of  intoxica- 
ting  drinks.  Surely  this  does  not  prove  that  the  prosperity 
of  the  country  was  caused  by  the  use  of  liquor. 

Has  the  country  flourished  by  reason  of,  or  in  despite  of, 
such  use  ?  Intoxicating  liquors  stimulate  men  to  greater 
effort ;  therefore  they  increase  production.  Mixed  currency 
stimulates  exchanges,  increases  prices,  promotes  specula- 
tions  ;  therefore  it  is  favorable  to  production. 

Such  is  the  reasoning,  and  it  is  equally  good  in  each  case. 
In  both,  the  misdirection  of  effort  and  the  certain  depression 
of  energy  are  kept  out  of  sight.  Mixed  currency  never 
gave  strength  or  wisdom  or  skill  or  economy  to  any  hu- 
man being,  and  therefore  never  can  have  increased  the 
products  of  the  country,  or  enlarged  its  wealth,  in  any  man- 
ner whatever.  Its  unnatural  excitements  are  followed  by 
unnatural  prostration.  Men  do  not  work  more,  but  they 
trade  more,  speculate  more,  and  squander  more,  during  the 
flood-time  of  an  expansion.  More  is  expended  for  foreign 
luxuries;  there  is  more  extravagance  and  waste,  which 
superficial  observers  take  to  be  indications  of  prosperity. 
In  the  time  of  reckoning,  trade  is  as  much  depressed  as  it 
was  falsely  stimulated. 

Fallacy  4th.  That  there  is  not  gold  and  silver  enough  in 
existence  to  form  a  currency  adequate  to  the  rapidly  ex- 
tending  Operations  of  commerce  ;  and  therefore  resort  must 
be  had  to  paper  Substitutes. 

Twenty  years  ago,  this  was  regarded  as  an  unanswerable 
argument  in  favor  of  credit  currency.  The  recent  discov- 
eries  of  apparently  inexhaustible  mines,  and  the  immense 
production  already  realized,  have  to  a  great  extent  silenced 
the  senseless  clamor  once  raised  on  this  point.  Yet  the 
assertion  is  as  true  now  as  ever.-    Only  about  one-half  of 
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the  whole  amount  of  preeious  rnetals  in  possessio®  of  man, 
from  tfae  fifteeuth  im  tfcti  uuddle  of  the  nineteetith  cenii 
waa  reqiiired  for  coin ;  the  balauce  remainiug  in  plate  and 
oraamciLtK,  moally  in  Europe  and  the  Eji 

The  reason  of  such  geueral  error  on  this  point  fs  fouud  in 

otally  iuadocjuate  idcaü  prevailing  as  to  the  amount  of 

for  trade,     People  are  infornied,  that  tlie 

mmual  producta  of  thi^  Cuited  States,  for  exaniple,  are,  say, 

thousand  milliona  ;  and  they  faiiey  that  fuur  thousand 

nnlliona  of  currency,  or  something  uear  that  suni,  is  nee 

sary  to  truu&fer  tliis  untnense  produetiou :   whereas  it  is 

true  that,  a  very  small  fraction  of  the  amount  U  reejuired. 

Sfr.  Colwell,  in  his  "  Ways  and  Meaus  of  Payment,"  esti- 
Bfctffll  that  all  the  seeurities  issued  in  the  United  States, 
including  u  promissory  liotca,  bank-uotes,  bank  }a  and 

other  currency,  —  in  short,  all  which  iiitcrvcne  betireeu 
buyer  und  sellerT" —  amount  to  oae  thousand  million  dol- 
lars  ef&ry  Khree  tioonths,  or  four  thousand  million  dollars 
per  year.  Yet  we  know  that  all  this  is  wiped  off  witli,  at 
Ihti  mOfit,  not  motte  tliau  four  hundred  million  dollars  of  cur- 
rency, or  ulmut  one-tenth  of  the  aggregate  iudcbtediiess. 

Novv,  that  tb«*  pcnple  of  the  United  States  eould  not  com- 
maiid  puffioiont  gold  to  furnish  a  currency  äqual  to  tli« -ir 
prepOÄteroo»,  since  the  yearly  produetiou  of  Call- 
i,  for  h1  least  hvelve  years,  has  aniounted  to  ftfty  mil- 
lion*, — in  all,  say,  six  hundred  mülions  of  gold;  asuni  ahout 
double  our  requirements  for  a  vomä  currency. 

luntcad  of  using  this,  wo  find  that  the  amount  of  specie 
in  all  the  hanks  in  1848,  the  tinn.'  of  tbti  discovery  of  the 
gold  ininen,  was  forty-six  million*,  and  that  ou  the  first  of 
Jamiary,  lsfiü,  the  amount  was  eighty-three  tnilHous  j  show- 
intf,  lltiLt,  of  alt  tln;  gold  nhtaincd  from  California,  only  thirty- 
uiil  Mm  in,  or  about  onc-sixteimth,  had  fouud  it»  way 
ihtu  the  batik  currency  of  the  couutry.  In  the  mean  time, 
the  tote!  exporta  of  the  nation  had  inoreaeed  from  one  lmn- 
dred  and  lifiy-fuur  to  three  hundred  and  sixty  millions,  or 
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more  than  double.  Again,  the  amount  of  specie  per  capita 
in  bank  for  ten  years  prior  to  the  discoveries,  say  from 
1839  to  1848  inclusive,  was  $2.07 ;  while  for  the  succeeding 
ten  years,  1849  to  1858  inclusive,  it  was  but  $2.10, — showing 
an  actual  gain  of  but  ihree  eents  to  euch  individual,  notwith- 
s tan  ding  the  accessions  of  gold  to  the  amount  of  six  hundred 
millions,  or  twenty  dollars  per  capita. 

What  had  become  of  this  gold  ?  It  had  been  exported. 
Why  ?  Because  the  credit  currency  of  the  country  expelled 
that  part,  which,  but  for  itself,  would  have  formed  a  reliable 
and  sufficient  currency  for  the  nation.  The  actual  per- 
centage  of  specie  to  currency  from  1840  to  1849,  ten  years, 
was  twenty  per  cent;  from  1850  to  1859,  ten  years,  only 
seventeen  per  cent,  —  showing  that  the  quality  of  the  cur- 
rency was  actually  poorer  after  than  before  the  gold  discov- 
eries. 

But,  while  it  is  thus  seen  to  be  practically  untrue  that 
there  is  not  enough  of  the  precious  metals  to  fiirnish  all 
the  currency  needed  in  the  most  extended  commerce,  it  is 
plainly  false  in  theory.  We  have  already  shown,  that,  as 
the  currency  is  increased,  prices  advance ;  so  that  money 
becomes  no  more  plenty  by  augmenting  its  quantity. 

John  Stuart  Mill  says:  "The  uses  of  money  are  in  no 
respect  promoted  by  increasing  the  quantity  which  exists 
and  circulates  in  a  country,  the  Service  it  performs  being 
as  well  rendered  by  a  small  as  by  a  large  aggregate  amount. 
Two  million  quarters  of  com  will  not  feed  so  many  persons 
as  four  millions ;  but  two  million  pounds  Sterling  will  carry 
on  as  much  traffic,  will  buy  and  seil  as  many  commodities 
as  four  millions,  though  at  lower  prices." 

Sufficient  has  been  said  in  refutation  of  a  fallacy,  which, 
though  populär,  is  really  not  entitled  to  much  consideration. 

Fallacy  5th.  That  mixed-currency  banks  are  particularly 
favorable  to  those  who  have  little  capital,  and  must,  of  ne- 
cessity,  depend  upon  credit,  since  they  increase  the  facilities 
for  obtaining  capital. 


21*3 


RXCSANGE, 


[BOOl 


Whafev€fT  impairs  credit  and  increases  the  risk  of  loatüiig 
il  bc  auftvorable  t*»  thoea  who  meßt  oeed  to  bo 

IUI  um-  things  bring  äqual,  it  niust  bo  eitler  to  gel  credit 
a  eonunimity  whrre   oolj  t»W  in   twenty  falls  thati  whe 
one  in   Um.'  fuils  ;    Mm*  tottl  ihr  HA,  UM  leS0  Mio  hcsiüitioii 

giving  credit.    Vtfw9  doea  Ort  credit  nnnu'\  of  a  mixcd  o 
rency  dimiuish  the  mk  of  generaf  credita  !    Rar  Gram 

.-<■  toachee^  a&d  statistics  prove,  that  the  hu 
arda  of  credit  mtisl  in*  just  In  proportioa  to  the  tmiu  rmh 
of  any  country.     Instoud,  thorcfore,  of  being  favonddc»  it 
ftdverse  to  all  persona  wantutg  tfafi  SU  of  oapital.    The  haa- 
arda  of  credit  in  the  CTuitod  Statofi  uro  at  leaai  firar  ttmoa  a& 
jis  they  would  l»o  ander a  valut  mo&ej  curreD 
The  more  credita  ara  «xteoded,  ihr  mon  dirthmltitis 
peraooa  Of  limited  meitll  tO  do  any  thing  on  their  owu 

oount.    (Jutaae  an  totereet  oan  be  leoured  in  abma  larj 

banking  Institut ion,  biudnoga  on  a  largo  ncale  is  impüsnible 
because  the  mauufacturcr  or  dc.uler  will  give  long  c 
ih   oan  gel  credit  at  tho  iwnks,     IT  ii  hr  Lrue,  afl  *e  hwit 
tieoii>  that.  iutroduciiig  credit  into  the  currency  cxn-mls 
the  indoUednetfl  of  the  country,  this  muat  oparate  to 
diaadvaittage  of  all  meo  of  limited  capital. 

That  all  this  is  qulte  xuüntöawtf%  ta  proved  bj 
diüon  of  things  in  the  yaani  1888  to  L885,  wlien  no  eredi 
HW6  givun,  all  inms;H  lions  bring  essen  tially  on  hu  mediale 
■  -i'-nt.  The  war  efiboted  rhis,  by  deatroyitig  all  confi* 
dence;  but  the  faet  that  tho  busiuess  of  the  eountry  WBS 
earrird  <m  witlimit  extensive  credits  showa  that  such  wero 
nl w ny&  unn eeessary . 

A  mixcd  currency,  far  from  being  advantageoua  to  persona 
Unding  credit,  has  an  eutirely  opposite  infiuence,  and  is 
constantly  teuding  to  mluce  the  nomber  of  flioee  who  can 
obtain  sufticiont  to  partieipate  in  the  profite  ofbuaii 

Fiitlaaf  6A.  That,  without  a  niixed  eunvm y,  baskf 
not  existt  aud  all  tho  advantages  now  derived  from 
would  be  lost* 


: 
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Such  is  the  general  impression  among  the  masses  of  the 
people.  Propose  to  thein  the  expulsion  of  the  credit  ele- 
ment ;  that  is,  to  forbid  the  issue  of  notes  beyond  the  specie 
in  hand :  the  reply  comes  at  once  that  there  would  be  no 
object  in  banking,  and  we  should  have  no  banks. 

This  view  of  the  matter  arises  from  the  fact  that  we  have 
never  had  in  the  United  States  any  banks  that  did  not  man- 
ufacture  currency  out  of  their  credit.  We  have  therefore- 
come  to  regard  the  two  things  as  inseparable.  But  this  is 
an  entirely  erroneous  view.  Banking  and  currency-making 
are  two  perfectly  distinct  functions,  though  here  uniformly 
united. 

Banking  may  be  carried  on  to  any  degree,  and  in  the 
most  profitable  manner,  without  the  issue  of  a  Single  bank- 
note.  This  is  done  in  Great  Britain,  to  a  wonderful  extent, 
by  joint-stock  and  private  banks.  Only  a  very  small  pro- 
portion  of  all  the  banks  in  the  United  Kingdom  issue  their 
own  notes;  yet  they  make  dividends  so  large  as  to  aston- 
ish  us. 

As  an  illustration  of  this  species  of  banking,  we  mention 
the  fact,  that,  while  the  Bank  of  England,  with  a  capital  of 
fourteen  millions,  has  deposits,  pubiic  and  private,  of  but 
twenty  millions  on  an  average,  the  three  principal  banks 
of  London,  with  an  aggregate  paid-up  capital  of  only 
£2,320,000,  have  on  deposit  £46,158,105;  and  that,  while 
the  Bank  of  England  declares  a  dividend  of  about  six  or 
seven  per  cent,  these  banks  make  an  average  profit  of  about 
thirty  per  cent,  and  furnish  the  commercial  and  manufac- 
turing  interest  a  much  larger  amount  of  capital  than  the 
Bank  of  England  itself.  And  yet  they  manufacturc  not  a 
dollar  of  currency.  We  present  the  following  Statement  of 
their  condition :  — 

N«t  proflts        Pcrcentage 
Ptld-ap  capital.  Deponits.  foromos.  per  «an. 

London  and  Westroinster    £1,000,000  £16,629,096  £147,816  29.66 

Union 720,000  16,472,279  114,824  88.11 

London  Joint  Stock    .    .  600,000  14,056,781  80,573  26.86 

£2,320,000  £46,158,006  £842,718 
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Of  all  kinds  of  banks,  with  their 


in 


fett, 


the  United  Kingdom,  atxrat  five  thüu* 

only  of  thein  bei&g  banka  of  uunio.     JTet,  u rut  ralfSL 

all  make  large  dividends.     Such  aa  nre  regarded 

cessful,"  divido  frum  fiftaen  i<>  twenty-ßvc  per 

Oorioni  und  iiiHtructive  fftot,  that,  wink*  ih<<  average  raJ 

mterest  ia  there  only  ht\\  it  as  in  the  l'nii- 

the  bank  dividends  are  mucb  greater*     The  I  di 

denda  are  made  by  thosc  bank*  irktefc  iatuti  DO 

This  fact  gives  suffieieut  proof,  if  any  woro  needed,  th**xf 
in  order  to  makc  large  divid»'iid>.  for    a 

well-estublished,   welbmunaged    bank    to  maimfactuva  0U 
rency. 

Banka  belong  to  civilization.     A  bank  h  an  in« 
intrusted    by  0110    class    of    per&OiiB   with  morn 
aihilher  elasa,     The  existence  of  auch  Institution*  unjdi 
the  existence  of  capital  and  conßdence;  and 
cnlture  and  social  eleration.     Banks  are  iabor-aaving  ma^ 
China*,  of  vast  power  and  utility.    Their  legitimste  pm 
ifl  siniply  to  facilitate  the  uso  of  money,  to  mak**  if  1 
eflfectivo  in  exchange,  to  give  it  greator  activitj  in  nrcu- 
lation,     Tliia  they  accomplish,     A  largo  ammmt  of  Spital 
ia  collectod  in  ono  building,  fitted  espocially  for  the  pur 
Thia  give»  greater  security  and  conveiüenoe  thau  ü 
wcre  seaiu*ri*d  abroad  in  many  baads,  und  aocidantal  plaotts 
of  keeping.     The  lender  knows  whcru  to  go  to  di 
hia  snrplus  fimds;  the  horrower,  where  sin  li  fniids  cmi  bo 
obtained.     The  bank  intimlm  wi&o 

would  probabty  remain  nnknown  to  cach  oth« 

No  well-informed  man  can  be  opposed  to  b 
tutions   eondueted  in  a  proper  manner,     It  would  bo 
reasonable  to  ohjeei  to  ruilroada. 

Banks,  unt.il  a  comparativoly  recent  period,  were 
less  as  they  were  uaeful.  Thcv  dül  m>  injnrv  to  0 
est,  but  beoefited  all.    Wben  confinod  t>»  Uta  loaung 
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actual  values,  to  the  negotiation  and  collection  of  notes  and 
bills  of  exchange,  and  to  the  reccption  and  transfer  of 
money,  they  performed  an  immense  Service  to  the  world. 

But  when  they  undertook,  not  only  to  loan  money,  but  to 
make  it,  to  issue  credit  in  the  form  of  notes  promising  value, 
their  character  was  changed. 

The  Bank  of  Hamburg,  which  has  existed  since  1619, 
never  promised  a  dollar  which  it  did  not  hold  in  its  vaults. 
It  never  expanded  the  currency,  and  therefore  never  had 
occasion  to  contract  it.  It  has  never  suspended  specie  pay- 
ments  for  an  hour,*  and,  while  so  condueted,  never  will.  It 
has  created  no  panic,  and  has  in  no  way  disturbed  the  busi- 
ness  of  the  city.  It  has  conferred  incalculable  benefits  on 
European  commerce,  while  contributing  steadily  to  the 
growth  and  prosperity  of  Hamburg. 

Confining  itself  to  the  loan  of  its  capital  and  of  money 
actually  left  on  deposit,  to  the  transfer  of  surplus  funds, 
and  to  the  negotiation  of  commercial  paper,  a  bank  can,  if 
honestly  and  ably  condueted,  make  good  dividends,  and 
perform  valuable  Services  for  the  Community,  and  furnish 
the  public  with  all  the  notes  their  convenience  and  that 
of  the  banks  require. 

Fallacy  7th.  That  a  mixed  currency  can  be  effectually 
regulated  by  law. 

Many  of  the  mischiefs  arising  from  a  mixed  currency  are 
so  obvious  that  all  persons  desire  their  removal,  and  nat- 
urally  resort  to  legal  enaetments  for  that  purpose.  The 
statute-books  of  every  State  in  the  American  Union  contain 
laws  for  the  regulation  of  mixed-currency  banks.  Commis- 
sioners  have  been  appointed  in  many  States,  and  a  Bureau 
of  Currency  established.  Ingenuity  has  been  burdened  to 
devi8e  regulations  by  which  these  evils  may  be  removed  or 
modified,  —  with  what  success? 

There  is  but  one  defect  in  a  mixed  currency ;  and  that  is, 
it  wants  the  dement  of  value.     There  is  no  sufficient  rem- 

*  Various  reporto  in  1857  to  the  contnuy  notwithstanding. 
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edy,  but  to  supply  this,  by  providing  that  banks  shaU  issue 
no  proin  i sos  of  their  uwn  for  whieh  they  have  not  in  posses- 
gion  the  aettial  values  they  promisc*  But  this  would  be  to 
changc  the  whole  aystem,  to  raake  the  currency  mercantüe, 
and  tu  cot  off  all  the  profits  arisiug  from  the  issue  of  bank 
debt  as  currency*  The  only  eotnplefe  remcdy,  then,  is  res- 
toriition ;  that  is,  a  roturn  to  the  original  design  and  porpooQ 
of  banking. 

Falkuy  Stk.  That  it  is  For  the  interest  of  the  public  ,  that 
the  banks,  in  tiines  of  panic  or  stringency,  should  be  eua- 
bled  to  u  stave  off"  Suspension. 

On  the  contrary,  this  can  be  obviated  only  to  the  misfoiv 
tune  of  the  business  Community.  A  severe  pressure  Bar 
nioiiey,  as  iti  the  Dnited  States  in  1847,  1851,  and  1854,  ia 
experieuced,  and  yet  the  banks  do  not  suspend.  But  how 
do  they  avoid  it?  By  throwing  the  strahl  upun  the  merean- 
tüe  and  business  Community*  This  they  can  always  do  to 
a  limited  extcnt,  and  thus  maintain  their  own  credit ;  but  it 
is  doue  at  an  enormous  amount  of  embarrassinent  and  Iobs 
to  all  cngaged  in  business  affairs. 

The  banks  may  not  only  escape  damage,  but  may  stob 
profit  very  mnch  by  a  pressure,  if  it  does  not  come  to  be  a 
panic ;  for  it  grcatly  enhances  the  rate  of  interest.  The  rate 
of  interest  in  the  Bank  of  England,  from  1848  to  1856,  did 
not  average  threo  and  a  half  per  cent*  In  1857,  wheu  there 
was  a  severe  pressure,  the  bank  was  able  to  obtain  teu  per 
cent.     It  had  a  harrest  of  profit. 

The  banks  of  the  United  Statee  had  a  similar  opportunity 
in  1^47,  when  the  price  of  money  "in  the  street"  (for  wo 
have  no  nieans  of  knowing  what  it  was  on  an  average  in 
bank)  was  up  to  eighteen  per  cent ;  in  1851,  wheu  it  went 
up  to  sixteen;  and  in  1854,  when  it  rose  to  eighteen.  In 
all  these  cases,  the  banks  profited  by  the  distress  they  had 
tlH'iuselves  created;  but,  in  1S;>7,  the  pressure  became  over- 
whelming,  and,  öfter  Swing  run  the  street  rate  up  to  three 
per  cent  per  month,  they  suspended  paymont. 
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If  it  were  necessary,  we  might  multiply  instances  from 
the  history  of  the  mixed  currency  of  the  United  States  and 
England  of  the  same  kind.  A  semi-revulsion  is  sure  to 
take  place,  under  such  a  currency,  every  three  or  four  years, 
and  a  general  break-down  once  in  about  nine  or  ten. 

The  greater  strength  of  the  British  banks,  together  with 
the  temporary  Suspension  of  the  Bank  Act  of  1844,  ena- 
bles  the  Bank  of  England  to  throw  the  sacrifices  incident  to 
a  great  pressure  more  entirely  upon  the  public  than  can  be 
done  in  this  country.  Indeed,  since  the  law  of  1844  just 
referred  to,  the  bank  has  increased  its  average  rate  of  in- 
terest,  as  we  have  seen,  very  much. 

Practically,  mixed-currency  banks  expand  as  often  and  as 
much  as  possible ;  and,  when  the  re-action  comes,  hold  on 
to  spccie  payment8  and  a  high  rate  of  interest,  until  the 
bankruptcy  of  their  debtors  begins  to  be  so  alarming  as  to 
endanger  their  own  securities. 

They  then  suspend,  allow  their  debtors  to  pay  up  in  the 
notes  they  cannot  redeem  in  specie,  and  thus  settle  the  in- 
debtedness  of  themselves  and  the  public.  There  is  no  plan 
or  design  to  do  this ;  but  such  is  the  natural  result,  and,  on 
the  whole,  a  highly  satisfactory  one  to  the  banking  interest. 

Fallacy  9*A.  That,  whatever  the  effect  upon  other  classes, 
bank  stockholders  at  least  are  made  richer  by  an  expansion 
of  the  currency: 

That  this  is  not  universally  true  will  appear  on  exam- 
ination. 

An  exp#nsion  of  the  currency  raises  prices :  that  we  take 
to  be  indisputable.  If  so,  the  stockholder  may  be  made 
richer  or  poorer  by  the  cause  that  increases  his  bank 
dividends. 

For  example:   suppose  he  has  an  income  from  various. 

sources  of $5,000 

And  from  bank  stock 1,000t 

Total  income $6,000 
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Li  eonscquenec  ofan  increa&e  of  cireulation  by  Üw  b 
i  t.s  an  EnCretta  of  $500,  squa]  to  fifty  per  cenl  »m  his 
Junik  dmdends,  inaking  bis  wholo   income  86,500, 
prieea  ind  eoramoditie«  hieve  adTueod  twenty*fr*e  per  cent 
in  ooü&dquöüöe  of  the  inftation.     What  he  would 
bought  befort  for  $6,000,  qoiv  costa  him  87,500,     II 
itittj  then,  is,  that  the  bank  stockholder  ha 
big  dividcnds,  und  lost  Hr500  in   hiß   purchases  ;    so 
he  is  actütdl]  $1  ,000  poorer.  reckoning  the  real  satfofai 
ur  commoditios,  *frcM  whirh  ho  obtains  from  his  incon>6< 

There  is  nothing  (k-titious  in  this  etatement,  i  und 

and  cert&in  Operation  of  an  Inflation  n£  currency  aflfe 
jnst  this  wtty  all  who  hold  bank  Stocks,  hut  h&ve   the   maiu 
pari  of  tbeir  income  from  other  sourees.     But 
pose  a  caso  in  which  the  stockholder  would  gain  b; 
■iun. 

For  cxample :  he  das  an  inoome  from  bank  stock  of 

Froai  aalary .....,*,..        I 

Total  inoome $.V>oo 

Now,  by  expanskm,  bis  dividcnds  arc  increased  fifty  per 
cent,  as  before;  and  his  income  Stands:  — 

From  bank  stock $6,000 

From  aalary     •     - > 1,000 

Friccs  have  advanced,  as  before,  twenty-five  per  cenl 
that  whnt  be  emild  have  bought  for  $5,000,  now  Qoats  hin» 
50;  hut,  since  bis  income  lias  increased  to  $7,000, 1 
mer  by  $766, 

These  two  eawes  preeent,  it  is  believed,  a  fair  Illustration 
of  the  effects  of  an  increase  of  dividcnds  lipon  bank  8i 
oecasioned  by  an  Inflation  of  the  currency*     It  is  soen,  I 
if  a  man 's  income  is  derived  mainly  from  such  sonrees,  ho 
may  gain  by  au  increase  of  his  dividends,  notwitk 
the  risc  in  price.     But  few  persona  arc  so  situated. 
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all  capitalists  have  a  variety  of  Investments,  bank  stock 
being  only  one  of  them ;  so  that,  to  the  great  mass  of  stock- 
holders  even,  the  gain  by  increased  dividends  is  more  than 
counterbalanced  by  the  loss  from  enhanced  prices. 

Who  gains  by  fictitious  currency? 

But  it  may  be  asked,  if  stockholders  do  not  gain  by  bank 
expansions,  who  does  ?  There  is  an  increase  of  dividends : 
who  gets  the  advantage  ? 

This  inquiry  brings  us  face  to  face  with  one  of  the  prime 
mysteries  of  currency,  and,  indeed,  of  political  economy. 
"  Who  gains  by  fictitious  currency  ? "  Before  answering 
this,  we  will  ask,  What  is  gained  by  a  currency  not  con- 
sisting  of  actual  value?  We  answer,  nothing  but  price. 
Prices  are  changed  by  it.  Values  are  not  created:  they 
remain  the  same.  By  the  change  in  the  Standard  or 
mea8ure  from  a  value  to  a  mixed  currency,  prices  no  longer 
accurately  determine  values.  Prices  are  increased.  Those 
who  hold  commodities  while  prices  are  advancing,  gain  by 
such  an  advance.  Debtors  may  discharge  their  obligations 
with  less  value.  Speculators  may  make  favorable  operar 
tions.  The  value  of  every  commodity  has  been  interfered 
with ;  the  integrity  of  every  contract  to  pay  value  has  been 
impaired.  Some  are  constantly  gaining;  others,  losing: 
both  parties,  it  may  be,  unconscious  of  the  cause  of  such 
prosperity  or  adversity.  "  Times  "  are  said  to  be  good  or 
bad,  as  men  gain  without  earning,  or  hse  without  a  fault. 
Here  we  have  the  answers  of  the  questions,  —  What  is 
gained  by  a  mixed  currency  ?     Who  gains  by  it  ? 

Such  is  the  "  consummation  "  of  mixed  currency.  "  It  is 
a  grand  System  of  insidious  swindling.,,  So  said  "  Hard- 
castle  "  (who  was  no  other  than  Mr.  Page  of  the  Bank  of 
England)  forty  years  ago ;  and  what  that  shrewd  observer 
then  discovered  is  apparent  now  to  all  who  enter  into  a  füll 
examination  of  the  subject.* 

*  Richard  Cobden  repeated  this  remark  of  Mr.  Page  to  the  author  at 
Manchester,  more  than  twenty  years  since,  with  his  emphaüc  approval. 
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CHAPTER  XÜI. 

IV.      MERCANTILB    CURRENCY. 

We  havc  tlniB  far  examined  three  diflFerent  kinds  of  cur- 
rency.  Ist,  Money,  consisting  of  the  prccious  mctals:  this 
we  have  found  to  be  admirably  adaptcd  to  the  wants  of 
trade,  except  that,  for  large  exchangcs,  it  is  too  cumbei*- 
some,  rcquiring  much  labor  and  time  in  use.  2d,  Incoo- 
vertible  paper,  or  credit  currency,  which,  we  have  seen,  never 
has  been,  and  in  the  nature  of  things  never  cau  be  kopt  &t 
par  with  coin,  and  is  therefore  highly  injurious  when  intro- 
duced  into  commerce.  3d,  A  mixed  currency,  or  parüy 
con vertible  paper,  which,  as  it  is  constantly  varying  in 
quality  and  quantity,  cannot  be  relied  on  as  a  medium  of 
exchange  or  a  Standard  of  value. 

We  now  come  to  the  consideration  of  a  mercantüe,  er 
Bubstitute  currency. 

It  is  quitc  apparent  that  a  currency  is  needed  which  stall 
combine  all  the  advantages  of  the  two  kinds  first  mentioned, 
without  the  disadvantages  which  we  have  seen  to  be  üwep- 
arable  from  the  third.  We  want  the  reliability  of  coin  and 
the  convenience  of  paper.  With  these  perfectly  united, 
there  is  nothing  morc  to  desire.  We  have  110  occasion  to 
increase  the  currency  beyond  its  natural  volume,  because  \ 
that  would  impüir  the  Standard  of  value.  We  wish  oiily  to 
have  so  much  currency,  and  of  such  a  kind,  as  the  laws  of 
trade  demand,  and,  if  undisturbed,  will  always  secure. 

Is  such  a  currency  practicable  ? 

In  answering  this  question,  we  remark  that  it  would  not 
be  an  entire  iwvelty,  since  experiments  of  this  character  have 
been  made  most  successfully  upon  a  large  scale,  and  exteod- 
ing  over  several  centurics. 
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THE  FIRST  SUBSTITUTE  CURRENCY  ESTABLISHED. 

In  the  early  part  of  the  fourteenth  Century,  the  Bank  of 
Genoa,  or  House  of  St.  George,  was  established,  especially 
for  the  management  of  the  public  debt.  But,  in  addition, 
the  bank  performed  all  such  Services  as  were  required  by  the 
existing  wants  of  trade,  at  a  period  when  Genoa  was  com- 
mercially  the  centre  of  Europe.  Of  course,  its  Operations 
were  on  a  gigantic  scale.  Its  affairs  were  conducted  with 
the  greatest  skill  and  fidelity,  and  were  continued  from  its 
foundation  up  to  the  time  Genoa  was  united  to  the  Prench 
Empire,  "when  the  bank  was  abolished,  and  the  rentes, 
3,400,000  Genoese  lire,  which  they  owed  their  creditors, 
were  transferred  to  the  accounk-books  of  France." 

This  bank,  like  the  Bank  of  England,  had  its  stock  in- 
vested  in  the  public  debt ;  but  it  received  deposits  of  gold 
and  silver,  for  which  it  gave  credit  to  the  depositor.  These 
deposits*,  being  easily  transferable,  were  employed  largely  in 
commercial  transactions. 

The  bank  also  issued  bills  extensively ;  but  "  these  hüls  and 
deposits  represented  coins  of  füll  weight  and  value,  and  were 
payable  on  demand  in  such  coms."  The  common  currency 
of  Genoa,  for  retail  business  and  minor  transactions,  was 
coin. 

Thus  the  Genoese  were  furnished  with  a  currency  per- 
fectly  adapted  to  their  wants.  It  had  all  the  reliability 
of  specie,  with  the  convenience  of  a  paper  circulation,  and 
conferred  immense  advantages  upon  the  trade  of  the  city  for 
more  than  five  hundred  years.* 

The  Bank  of  Amsterdam  was  established  in  1609  as  a 
bank  of  deposit,  receiving  gold  and  silver  coins  of  all  denom- 
inations  and  all  nationalities,  ascertaining  their  exact  value, 
and  passing  the  amount  to  the  credit  of  the  depositor,  or 

*  For  an  interesting  account  of  this  bank,  see  "  The  Ways  and  Meana  of 
Payment "  (p.  811  et  seq.),  by  Stephen  Colwell,  of  Philadelphia. 

15 


220 


EXCHANGE. 


[boqk  m. 


givitig  him  a  receipt  w)  for  the  saroe.    These  m* 

ccipta  p&ssed  bona  huud  to  haud,  and  formed  a  eirculatiiig 
medium  Eor  large  inomtuiy  fcrftnfMWTfipnf 

The  Bank  of  Hamburg  was  established  in  1619.     Like 
thal  of  Aiu.sti.-nl  am,  it  i»  a  bauk  of  deposit ;  and  all  p 
are  tuflxk  by  check»  in  the  traust  r  <»f  receipt**    It 
the  pretent  duy.     It  uever  promiseu  more  ooin   thau  it  Uns 
in  üh  vaults,     It  ia  linder  the  guardiauship  and  guanmty 
of  tli  It  luis  Derer  dettnged  trade  by  eontraciioa  or 

QXpftnslon.  It  hat*  always  beeo  found  reliable.  It  ha«  om- 
tributed  greatly  to  thi  prosperity  of  the  city,  and  the  eonve- 
niunce  of  Jtll  connected  with  Hamburg  in  trade.  At  the 
Kann-  fünft,  it  hau  paid  a  considera)»lr  und  QOIlfitant  rcvenue 
to  the  city,  a  small  agio  or  preiuium  heilig  eharged  on  all 
d&poiita, 

We  havo  referred  to  these  individual  banks,  not  to  give  a 
histury  of  tlieir  Operations,  but  to  show  that  the  esaentiftl 
principlo  of  a  Substitute  currency  haa  heen  long  rccoguized, 
ftrtd  thoroughly  tricd  in  practica  The  Hank  of  Genoa  m 
to  have  developed  tliis  must  fully.  Yet  uonc  of  them  would 
aflbrd  a  perfekt  model  für  the  prenent  age. 

To  kuep  gold  and  ftllvet  CSOiD  in  bank,  while  they  are  per- 
forming  all  their  functiona  outside,  with  the  perfect  accu* 
racy  and  raaily  augmanied  foroe,  —  this  is  what  a  mercantüe 
currency  ivalize.     It  m  beyoud  doubt  that  tliis 

bc  more  eflfeetuaily  done  in  the  present,  than  in  any  preoed- 
ing  age,  BUice  coufidcuce  and  intelligence  are  more  gencral 
and  Controlling. 

England  aßbnäU  the  best  Illustration  of  the  neeessity  for 
such  a  currency  at  tlie  present  day^  when  the  commerce  of 
Übe  World  is  perhaps  one  hundred  timea  greater  than  whoti 
öenoa  wus  ita  chief  niart  The  uoouctary  oondition  of  Eng- 
land i»  peculiarly  appropriato  in  tbis  coimection,  bere- 
its present  onrrency  is  prubahly  the  best  in  quality  of  all 
tbe  mixcd  currencies,  and  one  with  which  tbe  public  gener- 
ali)- are  well  acquaiiited,     Yets  nolwithstanding  this  supe- 
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riority,  we  find  the  currency,  on  which  depend  the  trade  and 
commerce  of  the  British  Empire,  in  a  State  of  continual  fluc- 
tuation,  a  matter  of  unceasing  solicitude :  the  bank  reserve, 
by  which  its  discounts  must  be  governed,  varying  from  ten 
millions  in  1846,  to  one  and  a  half  millions  in  1847  ; 
twelve  and  a  half  millions  in  1849,  to  four  millions  in  1854 ; 
one  and  a  half  millions  in  1857,  to  thirteen  and  a  half  mil- 
lions in  1858 ;  with  corresponding  variations  in  the  rate» 
of  interest,  as  seen  in  our  Diagram  No.  10. 

Why  all  this  fluctuation  and  anxicty  ?  Why  this  constant 
watching  of  the  amount  of  bullion  in  bank  ?  Why  this 
nervous  solicitude  about  the  reserve? 

There  is  only  one  reason  ;  and  that  is,  that  the  Bank  of 
England  has  issued  from  ten  to  fourteen  millions  Sterling 
of  notes,  for  which  it  holds  no  specie !  That  is  all  the  diffi- 
culty.  It  has  disturbed  the  laws  of  value,  by  issuing  that  as 
money  which  had  only  the  promise  of  value ;  and,  conse- 
quently,  has  expellcd  the  actual  value  from  the  country  in 
which  it  was  needed. 

And  what  does  the  Bank  of  England  gain  by  all  this? 
Why,  the  interest  upon  all  the  excess  of  its  notes  over  the 
bullion  in  bank ;  that  is,  if  its  notes  are  twenty  millions,  and 
it  holds  eight  millions  of  specie,  then  on  twelve  millions  it 
obtains  interest,  which,  at  say  four  per  cent,  as  an  average, 
is  equal  to  four  hundred  and  eighty  thousand  pounds  per 
annum.  So,  then,  it  is  for  this  paltry  consideration  that  the 
currency  of  Great  Britain  is  kept  in  constant  fluctuation, 
and  the  business  Community  in  continual  anxiety.  This 
gain  is  equivalent  to  about  fourpence  per  head  for  the  pop- 
ulation  of  the  nation.  Yet  for  this  the  public  must,  on  an 
average,  suffer  to  the  amount  of  many  millions  per  annum. 

The  people  of  the  United  States,  having  a  much  larger 
Proportion  of  the  credit  dement  in  their  currency,  suffer 
still  more. 

The  remedy  for  all  these  evils  is  a  very  simple  one,  and 
perfectly  feasible  whenever  govornment  sees  fit  to  make  the 
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linder  five  doll&rs,  The  exclusion  of  these  notes  alone 
would  reduce  the  credit  el ement  one-fifth,  If  all  under  teil 
were  exeluded,  the  paper  circulalimi  would  be  reduced  at 
least  as  iiiüch  more.  If  such  a  result  would  follow,  then, 
taking  the  whole  currency  of  the  United  States  as  it  was  in 
1857,  wheu  the  circulaüon  was  largest,  aud  amounted  to 
two  hiuidred  and  fourteen  millions,  if  we  deduet  from  tliat 
amount  forty  per  cent>  equal  to  eighty-five  million  and  six 
hundred  thousaud  dollars,  we  sball  liave  near  onc  h  und  red 
and  twenty-eight  millions  as  the  paper  currency  of  the  couu- 
try,  and  that  would  represent  an  eqnal  amount  of  gold  in 
the  hanks ;  while  all  the  rest  of  the  currency  of  the  nation 
would  be  in  specie^  in  the  hands  of  the  people,  But  there 
need  be  n<i  legal  restriction  whatever  upon  the  issue  of  stich 
a  currency,  and  it  matterg  not  how  Yoluminous  it  may  be ; 
since  it  will  be  composed  in  fact  of  value  money,  will 
obey  the  laws  of  raiue,  and,  of  course,  will  regulate  itsclf. 
There  would  then  be  no  expansiona  or  contractions,  except 
from  the  legitiinate  Operations  of  trade ;  aud  the  currency 
of  the  nation  would  be  perfeetly  sound.  Notes  may  bc  safely 
issued,  of  any  denominations,  and  to  any  amount ;  still  it 
would  be  desirabie  that  no  small  notes  should  be  put  out, 
because  it  is  better  that  the  people  should  hare  the  com,  so 
far  as  practicahle  and  convenieut,  in  their  own  posse^i-m. 
rather  than  that  it  should  be  needlessly  accuniulated  in 
banks,  wherc  it  would  be  more  exposed  to  danger  in  case  of 
a  populär  outb  reale,  or  a  financml  mup  otSktt* 

That  legitimate  banking  may  be  made  sufficiently  profit- 
able under  such  a  system,  we  have  soen  in  the  case  of  the 
joint-stnck  hanks  of  England.  All  bauks,  iike  them,  should 
be  authorized  to  reeeive  deponits,  and  allow  such  an  interest 
upon  them  as  they  might  choose  to  pay.  If  there  were  no 
issue  of  promises  as  currency,  which  in  the  nature  of  the 
case  it  was  impossible  for  them  to  make  good,  there  would 
be  no  danger  in  allowing  them  to  borrow  and  loa»  money 
on   any  terms   they  pleased,     To  attempt  to  uontrol  the 
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Operations  of  such  banks  would  be  as  nselcss  and  absurd 
as  to  attempt  to  regulato  the  trade  in  flour  or  cqüoii, 

There  would  be  bo  oeeasion  to  enact  tbat  such  a  currency 
should  be  received  in  paynient  of  dues*  It  would  take  care 
of  its  owii  reputation.  It  would  bc  good  as  gold,  and  ft 
in  use ;  and  it  therefore  would  circulate  itself.  Of  such  a 
currency  it  miglit  bc  said,  in  the  laugnage  of  Mr.  Burke, 
"  It  is  of  value  in  commerce,  heeause  in  law  it  is  of  none," 

Tbe  trausitiuii  from  au  uiireliablo  currency,  like  tbat 
of  tbe  United  States  and  England,  to  a  sound  rnercantile 
currency,  cau  be  made  so  gradually  as  not  for  a  moment  to 
retard  or  Interrupt  tbe  c-oursc  of  busiuess.  It  would  only 
be  necessary  to  reqnirc  that  tbe  proportion  of  specie  to  cir- 
culation  ftliall  be  gradually  inercased  from  time  to  time,  until 
tbe  final  exelusujn  of  credit,  as  an  dement  of  the  currency, 
fehall  be  eftected. 

If,  iu  carrying  such  a  measnre  into  practica!  Operation,  it 
should  appear  that  there  wer$  banks  which  could  not  make 
good  dividends,  such  iiiJstitutiOiiB  would  bo  diseoutiuued  of 
tbeir  own  choiec,  as  not  aetually  required  by  the  wants 
of  the  business  Community,  Tbeir  capital  would  bc  paid 
back  withnut  any  essential  loss  to  the  stockholders.  Those 
who  were  eoiicenied  in  tbeir  management  would  of  course 
bo  obliged  to  seek  other  employments,  more  beuHUial  to 
the  eountry,  and  perhaps  equally  so  to  themselves.  The 
ainount  of  disturbauce  so  produced  would  not  exceed  that 
ioncd,  many  tiiness  by  tbe  mvention  of  a  new  descrip- 
tion  of  maehinery, 

Much  has  been  suid,  at  different  times,  of  the  desirable- 
ness  of //w  hau  [>f   the   proprioty  and  rightfuhicss 

of  allowing  any  person  who  chooses  to  carry  on  banking,  aa 
lV^rlv  as  fanning  or  any  otber  brauch  of  business,  there  cau 
he  no  douht*  But  it  h  not,  and  can  never  he,  expedieut  or 
right  to  authorize  by  law  the  universal  manufacture  of  cur- 
reucy.  White  banking,  as  at  present,  meaus  tbe  issuing  of 
ineonvortible  paper,  the  niore  it  is  guarded  and  restrietod 


CHAP.  Xm.]  MEECANTILE  CURRENCY.  231 

the  better.  But  when  such  issues  are  entirely  forbidden, 
and  only  notes  equivalent  to  certificates  of  so  much  coin 
are  issued,  bankiug  may  be  as  free  as  brokerage.  The  only 
thing  to  be  secured  would  be  that  no  issues  shonld  be  made 
except  upon  specie  in  band. 

With  this  restriction,  however,  it  is  piain  that  no  banker 
would  issue  paper  for  the  profits  of  the  circulation,  but 
solely  for  the  convenience  of  his  business. 

It  may  be  objected  to  this  programme  of  a  mercantile 
currency,  that  no  provision  is  made  for  the  convertibility  of 
deposits,  which  are  as  truly  currency  as  the  circulation 
itself.  To  this  we  reply,  that,  if  the  circulation  be  repre- 
sented  by  its  füll  amount  in  specie,  we  think  that  little 
danger  or  difficulty  would  be  likely  to  arise  from  deposits ; 
because  under  such  a  System,  suppose  that  twenty  millions 
of  specie  were  wanted  for  exportation,  the  circulation  could 
only  be  reduced  by  that  precise  sum;  consequently  there 
would  be  much  less  strain  upon  the  money  market.  The 
banks  of  Louisiana,  under  the  State-bank  System,  held,  on 
an  average,  thirty-three  per  cent  of  specie  to  their  immediate 
liabilities.  This,  it  was  found,  made  them  very  stable,  as 
compared  with  the  banks  of  other  States,  and  enabled  them 
to  withstand  panics  which  drove  their  cotemporaries  into 
Suspension.  If  the  banks  were  required  to  hold  one  hun- 
dred per  cent  of  specie  upon  their  circulation,  can  there 
be  any  doubt  of  their  being  able  to  meet  all  their  liabilities 
without  embarrassment  ?  The  specie  would  be  held,  by  the 
terms  of  their  charter,  for  the  conversion  of  their  notes.  If 
specie  were  wanted,  it  must  be  demanded  for  the  notes. 
Banks  Standing  in  that  position  would  be  very  cautious  in 
making  discounts,  and  passing  the  same  to  the  credit  of 
their  customers  as  deposits,  unless  they  were  in  a  condition 
to  pay  the  same  in  their  own  notes,  and  ready  to  cash  the 
latter  on  demand,  if  required.  They  would  not  lend  money 
unless  they  had  it  to  lend.  Who  can  question  that  such  a 
currency  would  be  a  stable  one  ? — and  stability  is  the  great 
desideratum. 


282 


EXCHANGE, 


[BOOK  JH. 


Fantes  in  the  currency  would  be  unknown,  Banking 
coinpauies,  public  or  private,  miglit,  and  very  likcly  would, 
oi'teu  extend  their  credit»  so  caLtmvamuitlv  ia  to  iuvolve 
tbomsrlvi's  in  embariüs^ment  or  min.  That  cannot  be 
hclped.  That  is  110  coneern  of  the  government,  whose  only 
duty  m  to  tbrbid  li  tundard  of  value,  and  an  unreliable 

medkmi  of  exchange.  All  notea  used  üb  inoiiey  shoiild  be 
Virtual  certificate»  of  depusits  for  cohi  absolutio y  beld  lur 
their  eonversion.  Hueh  a  currency  can  be  easily  secured, 
either  through  preseut  banks,  upon  the  prinuiple  hcre  indi* 
can-d,  or  through  the  national  sub-treasuries,  whieh  miglit 
be  aulhurized  to  i.ssue  eertifieateö  of  any  denomlnation 
(vom  ten  to  one  thousand  dollars)  for  all  specie  left  with 
them  oii  deposit.  In  either  case>  the  specie  belüg  hehl  itf 
their  redemption,  all  notes  in  circulatiim  wmild  be  actual 
money,  whieh  could  ueither  be  arbitrarily  expanded  or  con- 
tracted ;  and  that  is  just  what  is  waiited, —  nothing  niore, 
notbhig  less.  If  it  be  urged  that  this  latter  raeasure  would 
give  the  governraent  the  power  to  control  the  currency,  we 
reply,  Not  at  all :  «rovemment  wotild  be  merely  a  tru»teef 
with  no  power  to  make  currency  or  loan  it  to  anybady.  It 
could  exert  no  influence  whatever  on  the  money  market. 

We  close  with  the  fcllowing  table :  — 

Table  X,  —  Gharatfeririict  of  the  Dißerent  Currencies. 
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CHAPTER   XIV. 

THE  NATIONAL  CURRENCY  OP  THE  UNITED   STATES. 

Having  given  an  extended  analysis  of  mixed  currency  as  it 
has  heretofore  existed  in  the  United  States,  it  seems  proper 
that  we  should  notice  the  important  changes  in  that  cur- 
rency soon  to  be  consuinniated. 

In  the  month  of  February,  1863,  Congress  enacted  a  law 
establishing  a  national  and  uniform  System  of  currency. 
This  has  since  been  put  into  Operation  to  such  an  extent 
as  nearly  to  supersede  the  State-bank  System.  We  propose 
now  to  inquire  in  what  respect  it  differs  from,  and  in  what 
respect  it  is  like,  the  latter. 

DIFFERENCES. 

It  differs  from  the  old  System,  in  that,  — 

(1)  Being  created  by  national  instead  of  State  author- 
ity,  it  is  entirely  within  the  control  of  Congress,  which, 
according  to  the  last  section  of  the  National  Bank  Act,  may 
at  any  time  "  alter,  amend,  or  repeal  it." 

(2)  It  differs,  in  that  all  the  notes  issued  are  guaranteed 
as  to  their  ultimate  redemption  by  the  government  of  the 
United  States.  This  provision  we  presume  to  be  unique, 
and  without  any  precedent ;  for  the  government  is  not  sim- 
ply  a  trustee,  holding  sectirity  for  these  notes,  as  in  New  York 
and  some  other  States,  on  the  safety-fund  principle,  whero 
Stocks  are  dcposited  to  secure  the  circulation,  but  it  abso- 
lutely  guarantees  the  final  payment  of  all  these  notes  in 
füll. 

Every  banking  association,  on  its  Organization,  must 
deliver  to  the  Treasurer  of  the  United  States  the  bonds  of 
the  United  States  bearing  interest,  and  is  then  entitled  to 
receive  from  the  Comptroller  of  the  Currency  circulating 
notes  of  different  denominations,  in  blank,  equal  in  amount 
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to  ninety  per  cent  of  ttie  current  market  value  of  the  bonds 
so  transferred,  but  not  exceeding  thc  par  value  of  such 
bonds*  In  case  the  noti\s  issued  by  the  banks  are  not  paid 
hy  them  according  to  promise,  the  Comptroller  may  seil  the 
bonds  left  as  security,  and  redeem  the  notes,  making  up  to 
fche  holders  of  the  same  any  defieiency  there  may  be  in  thc 
soenrities.  Tltis,  it  will  be  seen,  does  not  securo  thc  ininie- 
diate  couvertibility,  but  the  ultimate  redeniption,  of  the  cir- 
culation. 

(3)  It  diflerflj  again,  in  that  these  notes  are  legal  tender 
in  payment  of  "taxes,  exeises,  public  lands,  and  all  other 
dues  to  the  United  States,  exeept  for  duties,"  and  also  are 
legal  tender  by  the  United  States  in  payment  of  all  salaries 
and  other  demands  owing  by  the  United  States,  exeept  iu- 
terest  npon  the  public  debt;  but  they  are  not  a  legal  tender 
as  between  other  parties, 

(4)  Unlike  the  State-bank  notes,  those  of  the  national 
banks,  owing  to  the  proviöiou  just  mentkmed,  will  doubtless 
have  a  nearly  uniform  value  in  all  parts  of  the  United  States, 
and  will  there  fore  be  generally  aeecptable  as  currency. 

(5)  They  differ  also  in  this,  that  the  national  banks  are 
compclled  by  law  to  keep  on  band  a  certaiu  proportion  of 
"  lawful  money "  to  their  circulation  and  deposits.  Li 
specined  cities**  this  proportion  is  fixed  at  tweuty-five  per 
cent;  in  all  other  plaees,  at  fifteun. 

Un der  the  State  Systems,  there  was  no  legal  Obligation  on 
the  banks  to  keep  any  specie  whatever,  exeept  in  a  few 
cases,  as  in  Louisiana  and  (recently)  in  Massachusetts,  and 
one  or  two  other  States*  But  this  provisiou  in  regard  to 
the  national  banks  is  practieally,  to  a  great  extent,  only  a 
nominal  matter,  because  the  law  provides  that  ubank  bal- 
anceB  and  clearüig-hottse  certifieates  Bhall  be  deemed  to  be 

*  These  cities  are  St,  Louis,  Louiaville,  Chicago,  Detroit,  Milwaukie, 
New  QHeani,  CintmuAtf,  Clevelatid,  Pitts  bur^li,  Baltimore,  Philadelphia, 
Boston,  New  York,  Albany,  Leavenworth,  San  Francisco,  aiid  Washington 
City. 
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lawful  money;"  and  thereforc,  as  these  balances  may  be 
created  fictitiously  for  the  very  purpose,  the  clause  obliging 
the  banks  to  keep  a  certain  proportion  of  "  lawful  money  " 
with  which  to  redeem  their  notes  is  nearly  a  nullity.  How- 
ever  real  these  bank  balances  may  be,  they  are  not  specie, 
but,  as  we  have  before  shown,  constitute  the  most  danger- 
ous  and  explosive  element  of  a  mixed  currency. 

This  is  one  of  the  great  defects  of  the  law,  and,  until  it  is 
removed  by  the  repeal  of  this  provision,  would  alone  make 
the  System  a  dangerous  and  unreliable  one.  Let  us  look 
for  a  moment  at  the  manner  in  which  it  may  operate. 

The  Merchants'  Bank,  Baltimore,  has  a  balance  against 
the  Chemical  Bank,  New  York,  for  twenty  thousand  dolljtrs. 
The  latter  bank  has  a  balance  ag&inst  the  Globe  Bank, 
Boston,  for  twenty  thousand  dollars.  The  Globe  has  a 
balance  against  the  Merchants'  Bank,  Baltimore,  for  twenty 
thousand  dollars.  Here  is  sixty  thousand  dollars  in  this 
circle,  which  is  to  be  reckoned  as  equal  to  so  much  specie, 
or  lawful  money.  But  is  it  so?  So  far  from  giving  any 
strength  to  the  currency,  it  has  the  opposite  effect.  The 
object  of  requiring  any  specie,  or  lawful  money,  is,  that  the 
currency  may  be  made  more  reliable ;  but,  if  so,  does  not 
this  provision,  to  a  large  extent,  frustrate  that  object  ?  So 
far  from  giving  strength,  every  banker  knows  that  these 
balances  are  a  cause  of  weakness  and  peril  in  time  of  panic. 

It  can  easily  be  seen  that  a  very  large  proportion  of  the 
nominal  amount  of  specie  or  lawful  money  required  may  be 
held  in  these  "  balances." 

Lastly,  the  national  differ  from  the  old  State  banks  in 
this,  that  the  latter  had  almost  their  entire  capital  to  loan 
to  the  business  Community,  while  the  new  banks  will  have 
little  or  none  at  all,  having  loaned  their  capital  at  the  outset 
to  the  government,  by  the  purchase  of  its  bonds.  They 
can,  therefore,  only  loan  their  credit,  in  the  shape  of  circu- 
lation  endorsed  by  the  government,  together  with  their 
deposits. 
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RESEMBLANCES, 


The  new  currency  resembles  that  of  the  old  State  bauks, 
in  Unit  it  in  a  mixed  currency ,  and  in  all  essential  resp^.-ts 
as  to  its  natura  and  effeets,  of  the  same  cbaraeter. 

(a)  It  will  expand  and  contract  from  the  same  cauaca, 
and,  bo  far  as  can  be  aeen,  with  the  same  violencc  and  to 
an  equal  extent^  and  cou&equeutly  will  be  as  fluetuating  aa 
the  currency  it  is  dusigned  to  supersede,  except  in  so  far 
as  a  largcr  proportion  of  specie  shall  be  held  for  ite  re- 
demption. 

(6)  It  will  be  an  equally  delusive  and  falsa  Standard  of 
value,  having  in  itself  mit  a  small  proportion  of  value. 

(c)  It  will  raise  pricea  and  cause  apeculatiou  when  in 
the  process  of  expansion,  and  dqmss  priccs  and  produce 
bankrnptcies  when  contracting. 

(<f)  It  will  create  an  unnatural  extension  of  credita  at 
one  tirae,  and  a  correspouding  contraetlon  at  another,  pro 
ducing  great  vibrations  in  the  rate  of  interest. 

(e)  It  will  derange  the  natural  current  of  trade  frora 
tirae  to  time,  cansing  an  increaae  of  imports  and  a  decrcase 
of  exports,  and  thua  forcing  an  export  of  Bpecie  to  tnect 
urmatural  balanee, 

(/)  It  will  counteract  the  iufluence  of  both  natural  and 
artificial  protection,  and  retard  the  normal  growth  of  honie* 
manufactures, 

Lastly*  it  will  create  panics,  and  cause  frequoui 
81Q71B  of  all  the  banks  in  the  country. 

It  may  be  thought  that  the  fact  that  the  governmcnt 
guaranteea  the  national-bank  notea  will  prevcnt  a  run  lipon 
thebanks  ;  kmt  that  will  be  found  an  entire  niiatake«  Pauics 
are  created  bceause  nioney  ia  wanted  to  pay  nutca  and  dii*- 
cliarge  imniediate  obligationst  not  beeauae  the  people  fear 
that  the  banks  are  insolvent ;  and3  whcnever  it  ia  out  of  the 
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power  of  the  banks  to  supply  the  currency  immediately 
wanted,  the  panic  must  take  place,  with  all  its  sad  conse» 
quences. 

Such  are  essentially  the  points  of  difference  and  agree- 
ment  between  the  two  Systems.  The  national  government 
may  change  the  character  of  the  new  currency,  and  make  it 
approximate  a  value  currency.  It  will  have  the  power  to  do 
this ;  and,  as  it  is  certain  that  the  effects  of  this  currency  will 
inevitably  be  disastrous,  and  give  rise  to  grave  periodical 
disturbances  in  the  monetary  afiairs  of  the  country  (not- 
withstanding  its  superiority  in  certain  respect«  over  the 
State-bank  System),  it  seems  highly  probable  that  this  will 
eventually  be  done ;  the  more  so,  because  a  large  and  grow- 
ing  section  of  the  Union  is  already  averse  to  any  other  than 
a  value  currency.  California  and  all  the  gold-bearing  States 
are  now,  and,  if  they  understand  thcir  true  interests,  always 
will  be,  hostile  to  any  System  which  depreciates  the  value 
of  their  great  staple. 

OPERATIONS  OF  THE  NEW  SYSTEM. 

The  national-bank  System  being  in  its  infancy,  but  little 
can  be  said  of  its  actual  Operations. 

We  have,  however,  the  first  Report  of  the  present  Comp- 
troller  of  the  Currency  (Freeman  Clarke,  Esq.),  from  which 
we  can  learn  its  condition  on  the  Ist  October,  1865 :  — 

Loans $485,314,029 

Bonds  deposited  for  circulation 272,634,200 

Other  bonds  held -     155,097,100 

Total  securities $913,045,329 

On  this  last  sum  the  banks  were  drawing  interest  at  the 
rate  of  from  6  per  cent  in  gold  to  7.30  in  currency.  The 
average  rate  of  interest  cannot  be  less  than  7.30 ;  for  on  the 
gold  interest  bonds  they  get  (at  40  per  cent  premium)  8.40, 
and  they  have  few  securities  that  pay  less  than  7.30,  to  say 
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notliing  of  thc  exchange   charged  in   making  discomits. 
We  call  the  rate,  however,  7*30  on  the  whole  amount. 

$913,045,329  at  7,30 ,    .     ,     .     $0(3,652,309.01 

This  amount  of  iucorae  is  äquivalent  to  a  little  over 
twenry  per  Cent  per  an  mim  on  the  entire  capital  invested* 
It  will  tlius  be  seen  tliat  the  system  is  at  least  a  (*  paying 
one "  to  the  stockholders.  It  in  estimated  that  thc  net 
eaminga  of  the  banks  for  1866  will  be  twenty-five  per  Gabt. 

How  it  affects  the  quality  of  thc  currency  (if  it  can  be 
ßäid  to  have  any  quality  when  wholly  inconvertible)  may 
be  seen  in  the  following  statement. 

Immediate  liabilities  of  the  national  banks:  — 

For  circulation     *     ,     .     • $131,452,158 

Imlividual  deposite *    •       393,634,633 

Public  deposits    .    ', ';    ■         58,032,720 

Total  immediate  Jiabilitiea $583,119,711 

Total  specte 14,960,144 

Eices«  Oct,  1,  1865 $568,153,567 

Speeie  to  credit  equal  to  2|  centa  on  the  dollar.  The 
banks  hold  8193,094,364  in  "  lawful  inoney  n  (greenbaoksj 
coinpound-iuterest  notes,  <&c).  The  excess  of  immediate 
lnibilities  over  speeie  and  lauful  money  h  three  hundred  arid 
seventy-five  millions,  This  excess  Is  some  forty  millions 
larger  than  ever  known  ander  the  State-bank  system. 

These  atatißtics  only  show  tho  condition  of  the*  national 
banks  at  the  dato  mentioned  (Oct.  1,  1865)*  Siuee  that 
time,  they  have  been  rupidly  increasing  in  number,*  capital, 
circulation,  and  deposits ;  yet  the  general  eharacter  of  the 
currency  they  furnish  will  not  essentially  differ  from  whnt  it 
now  is  until  the  governnicnt  withdrawa  its  own  note  circu- 
lation. Then  speeie  must  be  had  to  sustain  the  circulation 
and  deposits  in  the  same  mannen  and  at  least  to  an  equal 

•  There  were  over  ont?  thouaand  six  luindred,  April  1,  1B06 ;  aiH  it  is  ex* 
pected  the  nuuvber  will  be  iuereaaed  to  two  tboiuanU  oae  h  und  red. 
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extent,  as  under  the  old  System.  When  that  is  done,  the 
character  of  the  ncw  System  will  be  developed,  and  its 
Operations  and  effects  made  manifest.  What  they  will  be, 
no  one  who  knows  the  nature  of  a  mixed  currency  can  havo 
any  doubt. 

As  a  further  illustration,  we  give  the  Operations  of  an 
individual  bank  in  Massachusetts,  as  shown  in  the  Comp- 
troller's  first  Report. 

The  capital  of  this  bank  is  $300,000.  As  it  is  a  converted 
one,  it  has,  of  its  old  capital,  a  "  surplus "  of  $106,000. 
It  has  also  $33,000  of  "  profits"  on  hand ;  total,  $409,000. 
This  is  the  amount  of  capital  it  actually  had  to  loan.  Let 
us  see  how  much  it  has  loaned :  — 

Eoans  (on  private  securities) $155,000 

Loans  on  public  securities,  u  United-States  bonds"  .  .  334,000 
Loans  on  "  other  United-States  bonds  and  securities  "     .     266,000 

Total  amount  on  which  the  bank  draws  interest     .     .  $755,000 

The  immediate  liabilities  and  immediate  resources  of  the 
bank  are, — 


Circulation  .  .  .  $275,000 
Private  deposits  .  105,000 
Public  deposits  .  .  212,000 
Old  circulation  .  .  33,000 
$625,000 


Specie 755 

Lawful  money      .     .       52,000 
Total  means  in  hand     $52,755 


This  is  equal  to  about  one  mill  of  specie  and  ten  cents 
of  lawful  money  to  each  dollar  of  immediate  liabilities; 
but  it  has  about  $233,000  of  bank  balances,  and,  if  these 
balances  are  söund,  they  furnish  so  much  of  additional 
immediate  resources  to  this  bank,  though  they  do  not 
change  the  character  of  the  whole  currency,  because  what 
one  bank  has  due  to  it  another  must  owe,  leaving  the  result 
as  if  neither  existed,  except  that,  as  both  are  liable  to 
be  instantly  called  for,  they  greatly  endanger  the  whole 
System. 
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Platistics  imghtbe  multiplied  indefinitely  ;  bot  euough  has 
beon  given  to  iudicata  the  nature  uf  the  new  ein rnnry,  and 
the  ZMftttes  in  which  the  new  gystem  is  likely  to  be  eartird 
oü.  Bring  wholly  in  the  power  of  Congress,  it  can  be  made 
whatever  the  pcople  will. 

The  procesö,  as  we  luive  already  indicated,  is  very  sim- 
ple, by  which  the  national  currency  eau  be  made  a  con- 
vertiblo  or  mercantile  one  ;  viz.,  by  enacting,  froni  tum* 
time,  that  the  banks  shall  keep  a  larger  and  Larger  propo^ 
tion  of  Bpeeie,  until  the  end  is  finally  attaincd,  and  the 
currency  inade  safe  and  reliable.  This  is  the  innre  feae 
becau.se  the  government,  by  making  its  deposits  in  theso 
banks,  will  enable  them,  with  their  other  privilegr 
make  good  dividends  without  issuing  auy  not.es  for  which 
they  do  not  hold  an  equal  aniount  of  specie. 

77/-  ,  Mm,  19  in  »q  far  to  be  regarded  ivith 

Wlp&lflWMy,  Ol  ihftt  it  i»  more  suttccptible  of  reform,  aml  <>f 
hmuf  m title  trltttt  a  currency  skould  he,  —  an  unaUoyed  blcBS- 
ing  to  the  public. 


CHAPTER  XY. 

BYIDENCE8     OF     D  E  B  T. 

We  have  already  spoken  uf  two  different  modes  of  effecting 
exehanges;  vizM  (1)  barter,  and  (2)  a  universal  equivuleiit, 
money  or  currency.  We  now  notice  a  third  niode  of  doing 
this ;  viz.,  by  evt dences  of  dert, 

These  are  mainly  of  three  kinds :  — 

I.  Book  aecounte,  A  sella  B  one  huudred  barreis  flour, 
and  charges  him  five  huudred  dollars  in  aeeount,  to  be  paid, 
by  verbal  agreenient,  in  four  nionthn, 

Tbis  is  a  very  extensive  mode  of  effecting  exchanges* 
Very  lnrge  transactions  are  made  in  this  mann  er.  Ret&il 
trade,  cspeclally,  is  almoat  wholly  eftnifid  on  in  this  way. 
These  aecounts  are  often*  particuJatly  in  country  trade,  paid 
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in  commodities.  The  fanner  makes  bis  purchases  of  the 
merchant,  from  time  to  time,  and  sells  him  his  produca 
when  ready  for  market.  Both  are  entered  in  account,  and 
the  final  balance  is  ascertained  and  adjusted  by  money  or 
other  equivalent. 

(a)  Book  accounts  are,  in  some  respects,  an  undesirable 
form  of  transfer,  because  they  are  ex  parte,  and  may  be 
disputed.  The  purchaser  may  deny  that  he  bought  such  -a 
quantity,  or  at  such  a  price.  An  account,  if  disputed,  is 
always  a  matter  to  be  proved ;  and,  although  the  oath  of 
the  seller  is  generally  deemed  conclusive  evidence,  there  is 
always  opportunity  for  litigation. 

(J)  Another  objection  to  book  accounts  is,  that  they  are 
not  negotiable.  C  cannot  readily  purchase  B's  account 
against  A ;  but,  if  B  had  A's  note,  that  could  be  easily  ne- 
gotiatcd,j)r  transferred.  Accounts  cannot,  of  course,  be 
made  available  at  banks,  like  notes,  or  left  as  security  for 
money  borrowed.  The  capital  is  locked  up  for  the  time 
being. 

II.  The  next  mode  of  credit  is  that  of  notes.  These  are 
made  payable  for  a  given  sum,  and  at  a  given  date.  They 
are  generally  payable  to  the  order  of  the  payee,  and,  when 
negotiated,  are  indorsed  by  the  latter.  This  transfers  the 
ownership  to  a  third  person ;  but  the  indorser  is  held  to  pay 
the  note,  if  the  promisor  falls  to  do  so. 

III.  A  third  form  is  by  bills  of  exchange,  or  ordere  from 
A  to  B  to  pay  C  a  given  sum  at  a  fixed  time.  These  differ 
from  notes,  in  that  they  involve  three  parties,  —  the  drawer, 
the  acceptor,  and  the  payee.  They  have  a  form  usually 
somewhat  like  the  following:  — 

f  1000.  New  York,  Jan.  1,  1866. 

Four  months  from  date,  pay  to  the  order  of  J.  Brentwood  &  Co. 
one  thousand  dollars,  valne  received,  and  place  to  account. 

(Signed)  Hendjbbson,  Williams,  &  Co. 

To  Meaara.  Buhst  Bbothsbb  &  Co.,  Boaton. 

16 
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Here  are  three  parties, —  the  drawer,  the  acceptor,  and 
the  indorser  ov  payee. 

This  is  first  called  a  drqfL  When  presented  to  the  per- 
son  on  whom  it  is  drawn,  aud  by  him  accepted  (whieh  tu 
done  by  writing  the  Word  " accepted"  on  the  fite©, and  slgn- 
ing  the  Harne),  it  is  an  aceeptancv*  When  indorsed  by  the 
persou  in  whose  favor  it  is  drawn,  it  bccomcs  a  eomplete  bill 
of  exchange. 

This  species  of  transactioii  will  arise  mainly  betweeu  per- 
sona residing  in  difforait  placcs,  and  in  this  manner :  A,  in 
Boston,  Orders  of  B,  in  New  Orleans,  one  thonsand  balrs  of 
eottou,  which  B  aendfi,  with  a  bill  of  the  same,  and  tuen 
draws  on  A  for  tbo  ainount, 

The  commerce  of  the  world  is  carried  ou  principally  by 
this  agency.  The  transportation  of  money  is  thus  dispensed 
with,  exeept  to  settle  the  final  balance  of  trade, 

BILLS   OF   EXCHANGE* 


Bills  of  exchange  may  be  divided  into  two  kinds, —  do- 
mestic  and  Foreign. 

Doniestic  bills  are  those  drawn  and  payable  within  the 
same  country,  as  betweeu  diflerent  cities  and  different 
States.  The  manner  in  whieh  theae  bills  save  the  use  of 
money,  in  domestic  trade,  is  illustrated  as  follows; — 

A,  In  Boston,  sells  to  B,  in  New  York,  goods  to  amount 
of  one  thousaud  dollars. 

C,  in  New  York,  sells  to  D,  in  Boston,  leathcr  to  amount 
of  one  thousaud  dollars, 

Inatead  of  Bending  the  money,  B,  in  New  York,  goes  to  C, 
in  New  York,  aud  gets  bis  draft  on  D,  and  remits  it  to  A, 
in  Boston,  who  reeeives  the  money  of  D  ;  and  the  trausac- 
tions  are  all  elosed  without  a  dollar  in  money  having  been 
transferred  from  one  city  to  another* 

This  is  the  course  of  all  direct  trade  between  any  two 
places,    Not,  it  must  be  understood,  that,  in  the  case  sup- 
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posed,  B  actually  goes  to  C ;  but  the  merchants  in  Boston 
are  owing  millions  to  merchants  in  New  York,  while  per- 
sons  of  the  latter  place  are  owing,  it  may  be,  an  equal 
amount  in  Boston. 

Bills  are  drawn  on  Boston  for  all  due  to  New  York,  and 
on  New  York  for  all  due  to  Boston.  These  hüls  are,  when 
completed,  if  not  before,  gencrally  passed  into  the  banks, 
who  pay  out  the  money  for  them,  deducting  the  interest 
(and  cxchange,  if  there  is  any).  Then,  if  a  merchant  in 
either  city  wishes  to  remit,  he  goes  directly  to  the  tank, 
which  will  draw  on  some  bank  in  New  York  or  Boston,  as 
the  case  may  be,  for  such  sum  as  he  may  want.  The  banks 
negotiate  or  collect  the  whole,  and  seil  or  dispose  of  their 
own  checks  or  drafts  for  the  amount. 

This  is  a  labor-saving  arrangement  of  immense  impor- 
tance,  greatly  reducing  the  otherwise  inevitable  demand  for 
a  large  amount  of  money  to  be  kept  in  tramitu  between  the 
diflferent  marts  of  trade. 

INDIBECT  EXCHANGE. 

But  all  exchange  is  not  direct  between  two  places. 

A,  for  example,  in  St.  Louis,  ships  one  hundred  thousand 
dollars'  worth  of  lead  to  New  York.  He  wishes  to  pay  sun- 
dry  persons  in  Boston,  Providence,  Lowell,  and  Lynn.  He 
draws  on  his  correspondent  in  New  York  for  all  these,  in 
favor  of  the  persons  to  whom  he  is  indebted ;  and  the  drafts 
are  negotiated  by  the  reeeivers,  through  bank  in  the  several 
cities,  and  finally  all  sent  to  New  York  for  collection.  All 
domestic  trade  thus  becomes  a  great  web  of  exchanges,  which 
adjust  themselves  by  means  of  these  bills ;  and  thus,  to  their 
entire  aggregate  amount,  obviate  the  necessity  of  transmit- 
ting  money. 

FOREIGN  EXCHANGE. 

This  consists  of  ordere ;  that  is,  bills  of  exchange,  drawn 
upon  each  other  by  the  merchants  and  bankers  of  diflferent 
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countries.  They  differ  littlo  in  form  Crom  doniestic  biUs, 
but  are  usually  drawn  in  aeta  of  three ;  ealled.  velj, 

the  6rat,  seeond,  and  third  of  exchange,  in  something  like 
the  foilowing  form :  — 

£1000.  Bobton,  June  29,  1859. 

At  siity  days*  aight  of  thii  first  of  exchange  (aecond  and  third 
unpaid),  ptiy  to  the  order  of  Ä.  Brown  &  Co,  one  thousand  pounds 
Sterling,  value  received,  which  place  to  aceounU 

Betdokk  Brothers  &  Co. 
Gkqaoi  Feabout  &  Co*» 

The  party  to  whom  the  bill  is  payable  takea  these,  and 

for  ward*  the  first  to  London,  where  it  is  accepted  and 
paid.  But  an  accident  miglit  occur  by  which  the  bill  would 
be  destroyed  or  lost  wliile  on  its  way  to  London  ;  and,  in 
tbat  easc,  the  owner  would  forward  the  teeend*  which  would 
be  paid.  The  third  bill  is  also  beld,  for  the  same  precau- 
tkmary  reasons. 

These  hüls  arise  in  a  great  variety  of  ways.  Persons 
wishing  to  purehase  merchandise  or  other  articles  abroad 
go  directly  to  bankers  in  New  York,  Boston,  &c.,  and  buy 
a  hill  of  the  required  amount«  So  with  persona  wishing 
to  travel  abroad.  But  the  principal  aniount,  of  course,  is 
drawn  in  puynient  for  importations  of  foreiga  merchandise* 
In  getieral,  the  trade  beiween  England  and  this  country  is 
carried  on  by  hüls  drawn  on  this  aide  the  water,  upon  cotton 
and  otlier  produce  shipped  abroad,  mostly  to  Liverpool. 

To  ilhiBtrate  the  ramincations  of  this  kind  of  intereourse, 
we  will  suppose  that  A,  in  Boston,  buys  merchandise  of  B, 
in  Liverpool ;  C,  in  Boston,  sells  goods  to  D,  in  New  Or- 
leans ;  E,  in  Boston,  buys  cotton  of  P,  in  New  Orleans,  and 
ships  the  same  to  G,  in  Liverpool*  Each  trausaction,  we 
will  Kiippose,  amonnts  to  five  thonaand  dollars. 

How  are  all  these  settled  without  the  transfer  of  inoney  T 
A  geta  the  draft  of  E  upon  G,  and  seads  it  to  B,  in  Liver- 
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pool ;  B  gets  the  draft  of  C  upon  D,  and  remits  it  to  P,  at 
New  Orleans,  who  receives  the  amount  of  D.* 

Thu8  four  debts  of  five  thousand  dollars,  in  all  twenty 
thousand  dollars,  have  been  paid,  and  no  money  has  been 
transferred  from  one  place  to  another. 

Observe,  now,  the  saving  of  time  and  interest :  — 

To  have  transported  $5000  from  Boston  to  Liverpool 

would  have  ordinarily  required 14  days. 

The  same  amount  from  Liverpool  to  Boston     ....  14  days. 

The  transport  from  Boston  to  New  Orleans 6  days. 

The  same  from  New  Orleans  to  Boston    ./.....  6  days. 

Total 40daye. 

Saving  of  interest  on  $5000  for  forty  days,  at  six  pe£ 
cent,  is  $33.33.  From  this  view  of  the  matter,  we  see  what 
an  immense  saving  is  made  in  the  use  of  money,  the  ex- 
penses  of  transporting  it,  and  the  interest  on  the  same,  upon 
the  thousands  of  millions  of  dollars  required  in  the  trade 
of  the  world. 

In  1857,  the  United  States  imported $362,000,000 

And  exported  cotton,  breadstuffs,  &c.,  $293,000,000 ; 

gold,  $69,000,000 360,000,000 

Leaving  a  nominal  balance  of     .    .    .         $2,000,000 

Another  thing  in  regard  to  exchange  may  be  noticed ;  viz., 
England  received  that  year  of  us  (the  United  States)  fifty- 
four  millions  more  than  we  bought  of  her.  The  same  year 
we  bought  of 

Brazü  more  than  Bold  to  her $16,000,000 

China.     •*>.*... 4,000,000 

Spain,  Guba,  &c  ....    *    >    .....    .  29,000,000 

France    .    ♦    .    * 8,000,000 

$57,000,000 

*  These  tran*actk>n8  go  through  banMng  houses,  as  in  the  case  of  domee- 
tic  ezchanges. 
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These  balauces  were  niaiuly  adjusted  by  drafts  oji  Eng- 
land, by  which  our  balauces  against  England  were  dis- 
cbarged. 

From  facta  like  these,  we  can  readily  believe  that  at  least 
niue-tenths  of  all  the  trade  of  the  world  is  carried  on  by  bills 
of  exchange.  Such  is  the  ostimate  inade  in  England  aud 
this  eountry,  aud  there  is  reason  to  believe  that  it  is  approx- 
imately  correct, 

THE  NATÜßAL  RATE  OF  EXCHANGE, 


By  the  rate  of  exchange  is  meant  merely  the  price  or  cost 
of  trcuisporting  nioney  from  one  point  to  another  j  say,  from 
Giucinnati  to  New  York.  If  the  time,  freight,  insurance, 
and  other  charges  are  cqual  to  one  per  cent>  theii  that  is  the 
natural  rate  of  exchange,  We  have  shown  that  only  a  small 
amuunt  of  com,  in  the  course  of  trade*  is  likely  to  be  trans- 
ported  from  one  place  to  another*  As  there  is  a  mutual 
trade,  as  Cmcmnati  buys  of  New  York  and  New  York  of 
Ciucinnati,  it  is  only  neeeasary  to  buy  bills  of  exchange  be- 
tween thee€  planes.  But  on  these  bills  there  will  be  a  pre- 
iniiijti  or  discount,  as  the  case  may  be.  If  New  York  bas 
purchased  more  largely  in  the  mutual  trade,  there  will  be 
an  exeesa  of  demand  in  that  eity  for  bills  on  Chicimiati, 
Reverse  the  suppositionT  and  there  will  be  an  exeess  of  de- 
mand in  Cincinnati  for  bills  on  New  York,  The  eonsequence, 
in  either  ease,  will  be  a  rate  of  exchange  equal  to  the  trans- 
portation  of  specie,  as  above  indicated,  The  rate  of  ex- 
change will  flnetuate  from  time  to  tinie  (other  thiugs  equal) 
precisely  aecording  to  the  transactions  between  the  two 
cities.  It  becomeSj  then,  in  point  of  faet,  the  barometer  of 
trade ;  indicatmg,  with  perfect  aecuraey,  the  State  of  trade 
between  any  two  point  s,  at  home  or  abroad*  With  a  sound 
currency,  the  rate  of  exchange  may  aiways  be  relied  upou, 
and  is  aiways  watched  with  great  interest  by  ewery  intelli- 
gent merchant  and  bau  kor* 


OHAP.  XV.]  BVIDBNCBS  OP  DEBT.  247 

If  this  be  so,  we  see  that  perfect  freedom  of  exchange  is 
of  great  importance,  and  that  no  extraneous  influence 
ßhould  be  brought  to  disturb  this  barometer,  to  which  all 
ought  to  look  with  entire  confidence. 

If,  for  example,  there  existed  a  national  bank,  having  the 
right  to  inflate  the  currency  at  pleasure,  and  with  branchea 
so  distributed  over  the  country  that  it  could  bring  its  whole 
power  to  bear  upon  any  given  point  whenever  it  chose,  it  is 
easy  to  see  that  such  an  institution  might  control  the  ex- 
changes,  and  thus  do  a  great  injury  to  the  Community ;  not 
only  by  charging  excessive  premiums,  but  by  disturbing  the 
normal  indications  of  the  exchange  market.  This,  it  has 
been  charged,  the  United-States  Bank,  whose  charter  ex- 
pired  in  1836,  actually  did ;  at  any  rate,  it  certainly  had  the 
power  and  the  motive  to  do  it. 

The  Bank  of  England  has  never  been  permitted  to  deal 
in  exchange. 

THE  BÄTE  OF  BRITISH   EXCHANGE. 

It  is  well  known,  that  the  ordinary  rate  of  exchange  be- 
tween  this  country  and  England  is  from  nine  to  ten  and  a 
half  per  cent  against  the  United  States ;  but  the  explanation 
of  this  is  not  generally  understood.  The  transportation  of 
specie  between  the  two  countries,  all  charges  and  time  in- 
cluded,  costs  only  about  one  and  one-quarter  per  cent.  Why, 
then,  this  difference  ? 

When  the  American  government  was  first  formed,  the  old 
Spanish  milled  dollar  was  in  use ;  and  $4.44  were  equal  to 
the  British  gold  coin  called  a  sovereign,  or  pound  Sterling. 
And  Congress  enacted  that  $4.44  should  be  the  rate  at 
which  the  pöund  Sterling  must  be  computed  at  our  custom- 
houses. 

Since  that  time,  important  changes  have  taken  place ;  the 
relative  value  of  gold  and  silver  have  changed.  The  latter 
has  advanced,  or  the  former  declined.     The  American  dol- 
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lar,  too,  has  been  altered,  ao  that  it  ha»  a  len»  quantity  #^ 
eurer ;  and  our  gold  cciin»,  aUo,  proportioniitely.     It  I 
f.nv  imw  ij»k^s  |4.86.€,  in  Antoricaa  coin,  to  he  equal  W 
pound  Sterling,    Thus  tlie  — 


Arhuil  vilfl«  of  die  pouiid  Sterling  b    • 9M&q 

•I  v;iJa.Hli«m     ......... 

DiJTereitce  .     . *    .     .  .<£$ 

whieh,  it  will  be  seen,  it*  equal  to  vety  nearly  nine  and 
half  per  cent ;  ao  that,  wben  exchauge  is  quoted  at 
and  one4ialf  per  cent,  it  is  really  at  actual 

Now,  if  thm  in  the  actual  par  value  of  the  two  oorreodfiL 
it  will  happen,  that,  whenever  the  market 
ris«  s  s<>  t':u"  ttxwe  Dino  and  onc-half  per  cent  aa  tcj 
cient  to  jjay  the  ex pennen  of   scnding  specie  and  a 
.  tlit-n  t In-  specie  will  go  fürward. 

Wliiit  these  «wpcnses  aro  will  be  soen  by  a  gl 
an  actual   trausaction  betweöü  Boston  and  London, 
ruary,  1865. 

Gold  purchuaed     •    •■.••••*».«•«  $34,0 


laiuraiiee,  one-lmlf  per  cent     *     *     #     •     ■ 
!it  to  Liverpool,  tliree-eighths  per  cent 
Cjuriuge«  Liverpool  lo  London     .... 
Selltng,  eomroi«sioiu  ih  per  cent    . 

Fourtecn  days*  Urne  lowi,  at  sii  per  cent    , 


»50.00 

62.50 
$588.33 


These  expensea  are  equal  to  *Ikhü  one  und  one-sixth 

cent. 

There  ii  alwaya  aome  risk  that  the  specie  mmt  Forr« 
}w:t\  not  bold  nut  lull  weijrht  ;  that  is,  that,  owing  to 
sion  in  use*  it  might  fall  sinnt  q  trirte :  m  that,  protahfr, 
instead  of  one  and  one-sixth,  the  exporter  might  as 

well  liave  bought  a  liill  of  tiicliaiige,  at  one  and  ontMjuartcr 
per  ccnt. 
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Then,  if  the  difference  in  the  par  value  of  the  two  curren- 

cies  is  equal  to 9.5 

And  the  expenses  of  remitting  gold  equal  to 1.25 

Real  par  value  of  exchange,  total 10.75 

it  will  follow  that  gold  will  not  ordinarily  be  exported  until 
the  market  rate  of  exchange  is  about  ten  and  one-half  to  ten 
and  three-quarters  per  cent. 

The  same  general  principle  applies  to  French  exchange, 
which  usually  Stands  at  about  five  per  cent  against  this  coun- 
try.  It  is  only  the  difference  between  the  value  of  the  coins 
of  the  respective  countries,  as  computed  here. 

The  late  Secretary  of  the  United-States  Treasury,  l£r. 
Chase,  tried  to  induce  Congress  to  rectify  the  great  differ- 
ence between  the  nominal  and  the  real  value  of  our  coins, 
as  compared  with  foreign  coins ;  but  the  proposal  was 
not  sustained  by  legislative  action.  This  measure  would 
have  added  some  ten  per  cent  to  the  valuation  of  British 
imports,  and,  of  course,  the  same  per  cent  to  the  revenue 
derived  from  them ;  while  it  would  have  removed  an  ab- 
surd and  cumbersöme  mode  of  computation  at  our  custom- 
houses. 

A  change  so  desirable  and  expedient  cannot  be  long 
delayed. 

ARB  BILLS  OP  EXCHANGE  CURRENCY  ? 

It  has  often  been  maintained  that  bills  of  exchange  are 
currency,  as  truly  as  bank-notes*    Let  us  inquire. 

lst^  The  populär  definition  of  currency  is,  that  which 
passes  current  from  hand  to  hand  in  all  transactions  between 
buyer  and  seller,  in  large  or  small  amounts ;  and,  also,  in 
payment  of  all  obligations.  It  is  evident  that  this  is  not 
true  of  bills  of  exchange,  which  may  be  taken  as  the  exam* 
ple  of  all  negotiable  paper.  It  is,  indeed,  said,  that  in  some 
countries,  as  in  Great  Britain,  they  are  so  used,  in  a  limited 
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degree ;  bat  eren  such  ose  does  not  bring  tbem  whhin  the 
definitian. 

2d,  Tbe  wider  definitkm  wbich  we  gave  of  currency,  rix. 
that  instromentality  by  which  a  general  exchange  of  ralnes 
i«  effected  and  payments  are  made,  does  not  embrace  bills 
of  eicbange,  which  have  themselves  lo  be  discharged  with 
currency.  The  fact,  that,  when  fonnd  in  eqoal  amoont  on 
opposite  sides,  they  may  be  used  to  cancel  each  other, 
makes  them  no  more  currency  than  is  the  credit  side  of  a 
book-account,  which  balances  the  debit.  Bills  of  eicbange 
dispense  with  the  neeessity  of  transporting  currency  in  a 
certain  number  of  commercial  transactions :  they  are  not, 
therefore,  themBelves  currency.  They  allow  debts  between 
different  States  or  nations  to  be  discharged  in  the  local 
currencies ;  but  each  bill  is  iteelf  discharged  in  füll  by  the 
use  of  currency,  no  less. 

8d,  Currency,  if  it  be  equal  to  money,  can  be  at  once  ei- 
changed  for  specie,  at  the  place  where  issued ;  but  cash  can- 
not  be  obtained  on  demand  for  büls  of  exchange,  as  they 
are  generally  on  time.  Here,  then,  is  another  wide  differ- 
ence  between  currency  and  individual  promises.  They  are, 
in  fact,  bougbt  and  sold  for  money,  like  the  merchandise  on 
which  they  are  drawn. 

4th,  Currency  is  that  in  which  all  persons  promise  to  pay 
their  cash  obligations.  Is  that  true  of  bills  of  exchange  ? 
Quite  the  reverse. 

5th,  If  a  bill  of  exchange  be  dishonored,  that  is,  not  paid 
according  to  promise,  the  currency  of  the  country  is  not 
thereby  diminished.  Is  it  so  with  currency  ?  On  the  con- 
trary,  if  a  bank  fails,  so  much  currency  as  it  has  in  circula- 
tion  is  at  once  abstracted  from  the  Community. 

But  how  is  it  with  bills  of  exchange  and  notes  ? 

Suppose  the  indebtedness  of  a  country  were  one  hundred 
millions,  and  its  currency  ten  millions. 

Then,  if  fifty  millions  of  the  bills  of  exchange  and  notes 
of  hand  fail  to  be  paid,  there  still  remains  the  ten  millions 
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#of  currency  with  which  to  pay  the  balance ;  and  currency  is 
twice  äs  plentiful,  relatively  to  indebtedness,  as  before. 

Suppose,  on  the  other  hand,  that  one-half  the  currency 
fails,  while  the  whole  amount  of  bills  of  exchange,  &c, 
remain  to  be  paid;  or,  to  go  further*  suppose  the  entire 
currency  to  fail :  then  how  can  the  private  bills  be  paid  at 
all? 

So  far  from  being  currency,  then,  they  are  the  very  oppo- 
site  in  their  nature,  and  can  be  discharged  only  by  the  use 
of  currency. 

The  more  bills  of  exchange,  the  less,  relatively,  is  the  cur- 
rency :  the  fewer  bills  of  exchange,  the  more  plenty,  rela- 
tively, is  money. 

How,  then,  can  bills  of  exchange  and  promissory  notes 
be  synonymous  with  currency  ? 

6th,  Do  bills  of  exchange  affect  the  Standard  of  value,  and 
consequenüy  prices  ?  If  plenty,  are  commodities  higher  ? 
if  scarce,  are  they  lower  ? 

If  bills  of  exchange  were  passed  from  hand  to  hand  in 
exchange  for  merchandise  (which  we  are  sure  is  not  the 
case  to  any  considerable  extent  in  the  United  States,  if  any- 
where),  it  would  seem  that,  so  far  as  thus  used,  they  would 
affect  prices ;  but  this  could  only  be  temporarily^  because,  in 
a  short  time,  the  state  of  the  money  market  would  restore 
the  equilibrium.  If  they  do  raise  the  prices,  they  will  in  so 
far  prevent  exports,  and  increase  imports  and  consumption ; 
and  thus  a  demand  must  arise  for  specie  for  export,  to  setüe 
the  balance  of  trade ;  and  this  will  cause  a  contraction  and 
a  fall  of  prices. 

7th,  A  scarcity  of  bills  of  exchange,  however  great,  can 
never,  under  a  sound  currency,  be  the  occasion  of  pressure 
for  money,  or  a  panic ;  but  a  scarcity  of  currency  may  do 
this,  and  often  does. 

Do  we  not  see,  then,  that  there  is  a  wide  distinction  ba- 
tween  currency  and  all  forms  of  credit  ?  —  that  to  confound 
them  is  to  destroy  necessary  distinctions  ? 
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DIYISI03S  OF  THE  SUBJBCT. 

Ths  distribution  of  wealth,  like  its  exchange,  arises  out  of 
the  division  of  labor. 

We  have  seen,  that  prodnction  might,  in  strict  theoiy, 
proceed  without  co-operation ;  with  feeble  and  painful  steps, 
it  i»  true :  but  its  laws  would  still  be  perfect,  should  all  men 
refuse  to  associate  in  their  efforte,  and  singly  seek  the  satis- 
faction  of  their  desires.  In  such  a  case,  there  would  be 
neither  exchange  rior  distribution. 

We  have  seen  by  whom  all  wealth  is  produced,  have  ex- 
amined  the  instrumentalities  employed  in  its  transfer  from 
one  individual  or  people  to  another,  and  have  contemplated 
the  natnre  and  extent  of  that  great  System  of  trade  by 
which  the  products  of  the  world  are  made  to  minister  to  its 
"wants. 

We  have  observed  that  capital  and  labor  are  united  in 
production, — one  as  the  labor  of  the  past,  the  other  as  the 
labor  of  the  present ;  and  that  the  Joint  product  is  divided 
betwecn  them.  We  now  come  to  consider  the  laws  by 
which  an  equal  and  just  distribution  of  the  wealth  produced 
shall  be  secured  among  the  parties.  In  doing  this,  we  arö 
obliged  to  discriminate  between  the  different  kinds  of  labor 
employed  and  the  various  forms  in  which  capital  enters  into 
production. 
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Labor,  in  the  distribution  of  wealth,  falls  into  three  gen- 
eral  classes :  — 

Ist,  Physical  or  muscular  effort. 

2d,  Mental  effort  or  enterprise,  applied  to  the  union  of 
capital  and  labor. 

3d,  Subsidiary  labor,  or  professional  Services,  auxiliary 
to  direct  efforts  in  production. 

The  retard  of  the  first  is  called  wages;  that  of  the 
second,  profits;  of  the  third,  salaries,  fees,  &c, —  bufr 
ajiother  name  for  wages. 

In  these  three  general  forms,  labor  receives  its  reward. 
It  is,  however,  to  be  observed,  that,  though  the  distinction 
is  clear  between  the  wages  of  direct  labor  and  the  compensar 
tion  paid  for  subsidiary  labor, —  like  professional  Services, 
—  yet  the  laws  which  govern  are  so  similar  as  to  render 
separate  examination  unnecessary.  Both  are  controlled  by 
the  proportion  of  supply  and  demand. 

Capital  is  loaned  in  two  general  forms :  — 

Ist,  When  invested  with  a  permanent  character  and 
having  a  fixed  place, —  as  houses,  fields,  &c, —  its  compen- 
sation  is  called  "  rent." 

2d,  Whcn  in  a  shape,  however  solid  and  tangible,  which 
is  not  intended  to  be  retained,  but  may  be  altered  to  suit 
the  business,  or  removed  for  convenience  of  location, — 
i.e.,  where  not  the  identical  product,  but  only  an  equivalent, 
is  to  be  returned, — itQ  compensation  is  called  "  interest." 

Such,  then,  are  the  forms  in  which  capital  does  its  part 
in  production ;  and  such  the  forms  in  which  it  receives  its 
sfiare  in  distribution.  They  are,  in  their  nature,  tlie  same, 
and  in  scientific  treatment  might  «properly  be  discussed 
under  one  title ;  but  the  common  names  are  so  deeply  fixed 
in  the  mind,  so  intimately  associated  with  political  economy> 
and  so  interwoven  with  daily  experienoe,  that  only  confusion. 
could  result  from  speaking  of  them  as  one, 

Production,  thus  far,  has  been  charged  with  wages  (and 
under  this  term  wq  incluAe  aU.  tjie  i^wao-da  of  avuqÜÄry 
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labor,  salarier  fces,  <fcc),  profils,  intereat,  and  i 
iwirn    tlii-so   parties  the   product  te  tu  l»e  divided.    Tb 
diviöinn  is  nuide  by  natural  laws,  which,  if  n- 
with  by  logal  cnactinenU  or  social  customs,  will 
eaeh  itö  rightful  sharc. 

But,  white  this  iß  tme,  another  party  enters  1 1 1 
makea  a  peremptory  claim  to  a*portion  of  the  realth 
the  Joint  eübftB  of  tlicsc  liafl  produoed.     Tluit  pa 
ewmmti)  dcmanding  a   reyenue   for   ite    maintc 
which  all  mnst  and  should  oontribute,     This  h  dorn 
general  form  of  taxation, 

DistiibutzoiD  is  aow  complote, —  wagess  profits,  i 
.   and   taxation.      These   we  shall    examine  in  thvir 
order* 
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WAO  ES. 


Sijtce  labor  and  capital  join  together  in  produi 

may  righlfully  claim,  and  in  the  natura  ^   tbiuga  tnast 

receive,  a  sharo  of  whatever  is  produced. 

The  sbare  which  lftbor  is  ealled  "  waj>< 

by  Ulis  genmil  tonn  is  meant  that  compensatio!}  vrfaioh 
employer  pays  to  the  employed  for  his  personal  iftnUl 
T!uk  law  of  valuc  is  the  law  of  wage*.    WagQO 
and  are  measured  by  it.     They  depend  ossentially  qo 
conditioiia  of  eost,  aupply,  and  demand.    CoinpBtition 
in  to  uifluöiicc  their  rate,  as  it  does  the  price  of  othercoai- 
modities. 

Wagcs  vary  greatly  in  different  countries,  and  in  difliT 
parts  of  the  sarne  country ;   they  vary,  too,  in  all  the  en> 
ployments  and  occupations  of  society.     These 
however,  are  neither  accidental  nor  arbitrary,  bn: 
on  eertain  laws  whieli  it  is  our  pnrpoee  to  point  out.* 
•  A  part  of  tliia  cliApter  Appearöd  in  the  "  Merebaot**  Magariiit 
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The  Joint  instrumentality  of  labor  and  capital  being 
necessary  to  the  production  of  wealth,  it  follows  that  the 
interests  of  the  two  parties  are  closely  connected ;  that  cap- 
ital is  as  dependent  on  labor  as  labor  is  upon  capital. 

If  this  is  so,  the  probabilities  of  an  equitable  division 
will  depend  on  the  freedom  with  which  both  parties  are 
able  to  act,  and  the  equality  on  which  they  stand  when  the 
contract  or  copartnership  is  formed. 

Whatever,  in  social  arrangements  or  civil  institutions, 
destroys  the  natural  freedom  and  equality  of  the  parties, 
gives  one  an  advantage  over  the  other ;  and  the  party  having 
the  advantage  will  profit  by  it. 

Wherever,  by  class  legislation,  capital  is  allowed  to  tyran- 
nize  over  its  copartner,  or  concentrate  itself  in  vast  aggre- 
gations,  and  thus  increasc  its  natural  power  over  labor, 
which  cannot  be  thus  brought  into  powerful  and  permanent 
combination,  the  latter  will  be  compelled,  in  one  form  or 
another,  to  take  up  with  less  than  its  just  reward. 

But,  however  unjust  or  arbitrary  laws  or  institutions  may 
be,  it  is  evident  there  are  certain  limits  beyond  which  the 
wages  of  labor  cannot  be  reduced. 

The  cost  of  labor  is  identical  with  the  cost  of  maintain- 
ing  the  laborer  in  such  circumstances  that  he  can  not  only 
support  himself,  but  rear  a  family  of  children  sufficiently 
numerous  at  least  to  keep  the  supply  of  laborers  good. 

Hence  he  must  receive  what  has  been  properly  denomi- 
nated  necessary  wages  ;  that  is,  to  use  in  part  the  definition 
of  Adam  Smith,  "  such  wages  as  will  enable  him,  not  only 
to  obtain  the  commodities  absolutely  necessary  to  the  Sup- 
port of  life,  but  whatever  eise  the  customs  of  society  render 
it  indecent  for  persons  in  his  rank  in  life  to  be  without." 

There  being,  then,  no  uniform  and  established  Standard 
of  wages,  they  vary  according  to  the  expenses  of  subsist- 
ence  in  different  countries,  and  the  condition  in  which  the  ' 
laboring  classes  are  willing  to  live. 

The  cost  of  labor,  or  the  current  rate  of  wages  that  can 
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pennuncutly  cxisl,  deponds  00  fcfae    |  ex[*eriHe&  ^ 

living ;  and  tbeae  expeuaea,  in  turn,  depend  upoo  tl 

ii  Thi  laboring  claases.    Bein 
morc  Qi\\<  id  murally  and  intellectualij  i  am- 

tuunity   of  laborers  may  be,  tlie  higher  will  In  ihm 
Standard  of  wagcs. 

Wages  aro  not  high  in  |  -n  tu  tlie  weallh  of  aconn 

iinniity,  hut  raüi^r  tu  the  diapOfiiÜon  tbi 
thogi  iltli  tu  pay  il  mir  für  tabor;  aud  Üü* 

disposition  will  dopend  muoh  lipon  tlie  «e<  Üt^ 

hte&tflg  with  whifh  capital  can  be  employed  in  produetkm, 
and  the  tfuterprise  and  aBpiratioas  of  the  | 

We  müke  the  follöwing  divisimis  of  cur  sli1>Jlv.|  :  — 

NOMINAL    AND   REAL    WAl. 

There  ia  often  a  considerablo  differeoce  betn  tfr 

inal  and  real  wages,  or  between  tho  wagos  of  the  cropl 
wlnn  recuivcd  in  coouey  or  vrben  reolued  in  such  comnj 
ticH  aa  bis  wants  require.  As  this  m  a  qucatiou  of  fiut 
nd'er  to  pagea  177, 178,  of  this  work,  as  sliowa  in 
I « i  Watt  table  vre  find  tho  prices  of  ten  couiiuod 
whidi  the  laborer  would  be  likely  to  nse  in  bis  imiiimrj 
cniummptioii,  such  as  sugar,  eoflbe,  inolasaes,  pork,  cb 
rice,  salt,  A<\ 

By  taking  tho  wages  of  the  laborers  at  certam  [j 
and  the  prioftfl  b1  oorreapondiög  perioda  *TtAk  the 

dcsiivd  resulte.    We  have  adddd  the  year  1864  from  the 
best  unofficial  sourees  at  band :  — 

1S86.  bl-t.  1843.  1861 

Wagen  •     .    .    .    *  »1.25  $1.00  $l.uo  $1 

Cowinodities  .    .     >    29.4  Ü  20 J3  U  46,00 

Labor  reqoir^d    .     ,    23  j  daya  20 J  days  14  J  ckyi  84ft  d*ji 

*  1t  i*  to  be  regrettcd  that  we  h*ve  no  cwefUUy  prcpared  labtet  of  m«« 
in  the  Untted  State»,    Such  are  greutl  v  needed.    We  Imve  Utken  tb«  nfrt 
nieatioiied  accordiog  to  out  owü  Observation,  and  belltrv  tiicm 
correct* 
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Nominal  wages  feil  from  1836  to  1840  by  one-fifth,  or 
twenty  per  cent ;  yet  the  real  wages  (as  shown  by  the  less 
number  of  days  required  to  procure  tlie  same  commodities) 
were  higher  in  1840  than  1836  by  more  than  thirteen  per 
cent.  In  1843,  when  the  nominal  wages  were  but  one  dollar, 
real  wages  were  about  sixty  per  cent  better  than  in  1836, 
when  the  nominal  wages  were  twenty-five  per  cent  higher. 
In  1864,  when  nominal  wages  were  at  one  dollar  and  fifty 
cents,  real  wages  were  but  little  more  than  half  what  they 
were  in  1843  at  one  dollar. 

In  this  connection,  it  seems  appropriate  to  mention  the 
great  difference  to  the  laboring  classes  between  a  value  and 
a  credit  currency.  If  the  latter,  as  we  have  endeavored  to 
show,  raises  prices  and  causes  speculation,  and  if  the  price 
of  labor  does  not  rise  in  proportion  to  the  rise  of  prices, 
then  it  must  follow  that  wages  were  really  less  at  all  times 
of  inflation  than  when  the  currency  is  in  a  natural  con- 
dition.  How  great  these  fluctuations  are  we  have  seen  in 
Table  V.,  pages  177, 178,  from  which,  as  an  illustration  in 
point,  we  give  the  following  triennial  Synopsis :  — . 


YeATB  .     .     . 

1834. 

1887. 

1840. 

1843. 

1847. 

1860. 

1858. 

1866. 

1869. 

Price«  .    .    . 

$19.18 

$28.40 

$20.78 

$14.82 

$20.82 

$16.20 

$22.47 

$26.02 

$22.11 

Every  one  acquainted  with  the  rate  of  wages  will  realize 
at  once  that  they  have  not  corresponded  to  their  fluctua- 
tions in  prices,  and  that  the  laboring  and  salaried  classes 
must  have  suffered  great  injustice  in  consequence. 


CHARTER  m. 

PROPORTIONATE  MSE  AND  FALL  OF  WAGES. 

Although  wages  rise  and  fall  with  the  general  rise  and  fall 
of  commodities,  they  do  not  in  equal  proportion.  The  fact 
is  one  of  common  Observation ;  but  the  reason  of  this  difr 
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fereuee  wo  do  not  recollect  to  have  seeu  stated  by  auy 
For  nearly  all  producta  therc  is  botli  aa  actual  ami 
spekulative,  or  a  present  and  prospcctive,  demand :  for 
labor  there  is  ouly  an  actual,  present  deruand.  When  busw 
iiess  begina  to  be  partiuilarly  prusperous,  there  is  a  general 
(Jemand  for  all  kinds  of  merchandise,  aud  priues  graduully 
bügin  to  improvo.  This  at  onee  occasions  a  speculative 
demand ;  for  to  buy  will  be  to  realize  an  advance :  the  larger 
the  puxcha&66,  the  greater  the  amouut  of  profits*  Every  Ope- 
ration pays.  The  rise  eontuiucs  until  every  artiole  bought 
and  sold  as  nierehau  dise  goes  up  to  the  high  est  point. 

But  iio  one  speculates  in  wages.  No  one  eau,  if  be 
woulri,  huy  a  hundred  thousand  dollars'  worth  of  labor,  and 
hold  it  for  an  advance,  as  be  can  uf  flonr,  augar,  or  tea, 
Of  course,  labor  has  no  advautage  froni  this  kind  of  demand, 
but  miLst  rely  entirely  on  that  whieh  is  immediate  and 
actu&L.  Thereforc  it  is  that  a  general  rise  of  prices,  so  far 
as  occasbned  by  speculation,  nmst  ahvays  operate  agaitist 
the  laborer,  or  the  pereos  eiuployed  oh  salary  or  wages. 

But  wages  not  ouly  never  rise  so  niueh  as  conxmodh 
but  do  not  rise  so  soon,  The  reason  is,  that  the  rise  of 
commodities  is  greatly  aooelerated  by  Bpeculation ;  white 
labor,  as  bcfurc  Btated,  is  not  affected  by  that  kind  of  de- 
luaud.  Henee  it  dues  not  begin  to  rise  ujitil  speeuhuiun 
In-  engendered  a  spirit  of  extra  vagance  and  increaaed  eon- 
gumption;  theo  wages  muke  an  advance  ahout  half  as 
it.,  on  an  average,  as  that  of  nierchandise  in  general. 

Aud,  again,  wages  fall  sooner  than  merchandise,  becauso 
the  latter  may  he  held  for  high  prices,  if  need  be-  The  fall 
of  lnerehaiidise  is  broken  by  the  disposition  and  ability  of 
the  owner  to  hold  ont  and,  as  far  as  possible»  preveut  loss ; 
but  the  laborer  cannot  do  this, — he  must  seil  bis  com- 
modity  at  oace  for  the  most  it  will  bring, 

It  iis  for  those  obvlous  reasons  that  wages,  in  tiines  of 
depression,  must  fall,  not  ouly  eooner,but  lower,  than  prop- 
erty  in  general. 
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A  real  rise  or  fall  in  wages  is  a  matter  difficult  to  ascer- 
tain  with  certainty.  Fluctuations,  since  the  introduction 
of  mixed  currency,  have  beeu  frequent  and  violent,  not  in 
the  rate  of  wages  only,  but  of  those  commodities  upon 
which  the  laborer  subsists,  and  in  which  his  real  wages  must 
be  estimated.  To  determine  whether  actual  value  wages 
have  advanced  or  not  since  the  commencement  of  the 
present  Century,  for  example,  we  must  have  the  nominal 
rates,  say,  in  1810,  also  in  1860.  We  must  then  take  the 
prices  of  commodities  at  the  two  periods ;  and,  by  compari- 
son,  we  may  arrive  at  a  general  conclusion.  We  should 
undoubtedly  be  satisfied  that  there  has  been  a  decided 
increase  in  the  average  value  of  wages.  In  our  investiga- 
tion,  we  should  find  that  somc  articles  were  higher  and  some 
lower  in  price  in  1860  than  fifty  years  before.  For  example, 
while  one  dollar  per  day  for  labor  was  probably  as  high 
wages  in  1810  as  one  dollar  and  a  half  in  1860,  com  was 
worth  the  k^me  at  each  end  of  the  half-century ;  but  cotton 
cloth,  which  was  worth  forty  cents  a  yard  in  1810,  could  be 
bought  in  1860  for  ten  center.  In  all  manufactured  articles, 
the  difference  is  against  the  earlier  labor ;  so  that  it  is  true 
the  laborer  of  to-day  enjoys  many  comforts  to  which  his  pre- 
decessors  could  not  aspire.  .The  wants  of  the  laborer  have 
immensely  increased.  It  would  be  impossible  to  give  an 
inventory  of  them ;  but,  could  we  compare  the  consumption 
of  those  classes  in  1810  with  their  consumption  in  1860,  we 
should  find  the  advance  surprising.  The  amount  expended 
for  pleasure-travel,  for  example,  by  this  class  is  immense, 
while  fifty  years  ago  it  was  hardly  appreciable.  So  of 
the  luxury  of  newspapers,  magazines,  &c.  Some  part 
of  the  expenditures  of  the  poorer  classes  are  for  articles 
(like  photographs)  which  were  absolutely  unknown  a  gen- 
eration  since. 

Workmen  may  be  less  satisfied  with  their  compensation 
now  than  fifty  years  ago ;  but  it  is  really  far  greater.  We 
do  not  say  they  have  no  cause  for  complaint,  yet  they  are 
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TBstly  better  off  thau  tliose  who  went  before  them. 
wheu  realized  in  eommodities,  have  increased.  The  general 
produet  has  been  cnlorgcd  by  the  introduetion  of  labor- 
saving  machinery,  and  therefore  their  absolute  share  is 
greater.  Whether  their  relative  share,  aa  compared  with 
that  of  the  capitalist  or  cmployer,  is  greater,  we  sball  find 
elaewbere  to  diacusa." 
The  laborer  suffers  nothing,  bot  gaing  much,  in  the  pro- 
gress  of  civilization,  if  he  is  not  despoiled  by  an  unsound 
currency.  That  is  bis  greatest  oppressor>  because  Ina  real 
wages  —  what  he  obtains  in  coinmodities  for  bis  labor  —  is 
determined  to  a  eonaiderable  exteut  by  the  charaeter  of  tho 
circulating  medium  of  the  conntry.  lf  tlie  value  of  that,  or 
ita  purchasing  power,  is  hm  than  it  professes  to  be,  he 
not  faü  tu  be  injured  by  it. 


caa- 


MFFERENCE   OF    WAGES    FHOM   DJFFERENCE   OP    EMPLOYMENT9. 

Ooeupaföone  which  mamfestly  involve  a  great  aniount  of 
personal  danger  command  higher  wages  than  those  regarded 
ilv  sal^.  Tlie  risk  of  fife  mnst  be  taken  into  ac- 
connt  The  man  who  worka  at  powder-making  geta  a 
higher  price  than  the  man  who  worka  lipon  a  farin;  the 
mint  employed  in  blasting  rouka,  thau  the  man  who  shovela 
graveh  »So  it  ought  to  be,  and  so  to  some  exten t  It  is>  in 
regard  to  mining  and  other  dangerous  employments ;  tkough, 
IVnin  ilic  »maUness  of  the  ditference,  it  is  often  quite  mani- 
fest that  lmniaii  life  h  placed  at  a  low  valuattou. 

Any  occupatio!)  which  public  opiuion  branda  as  odionB 
and  revolting  will  uaually  he  fuund  to  pay  a  large  compensa- 
tio! i,  for  the  reason  that  honorable  or  conscientious  man 
will  in>J  eftgage  in  it. 
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*  The  very  low  rate  of  "  com  wage*  "  reeeived  by  the  Englkh  laborer 

in  timet  paat  may  be  eet*n  from  the  itatement  of  Mr.  Matthews  (Pol.  Eeim., 

,  tlmt  wage«  had  advunced,  und  wheat  fallen,  so  much 

"  tliat,  from  1720  to  1760,  a  whöle  peck  of  wheat  eoutd  be  Lad  tbr  a 

labor/1 
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UNHEALTHY  TRADE8. 

Those  occupations  which,  although  not  immediately  dan- 
gerous,  are  nevertheless  unhcalthy  and  abridge  human,  life, 
ought  to  command  more  than  ordinary  wages. 

If  a  man  is  liable  to  be  made  sick,  and  consequently  ex- 
posed  to  loss  of  time  and  expense  for  medical  attendance, 
he  should  be  compensated  for  that  liability.  If  he  shortens 
life  in  a  particular  employment,  that  should  be  a  matter  of 
consideration  in  determining  the  rate  of  wages. 

It  is  not  for  us  to  inquire  here  whether  a  man  may  right- 
fully  engage  in  that  which  he  knows  will  abridge  life ;  but 
that  multitudes  do  so  is  beyond  a  doubt. 

Regarded  in  a  merely  economical  point  of  view,  it  is 
obvious,  that,  on  this  account,  some  laborers  should  receive 
much  higher  compensation  than  they  do  at  present.  To 
determine  what  that  increased  pay  ought  to  be,  we  should 
be  obliged  to  ascertain  the.  value  or  expectation  of  life  in 
the  differcnt  occupations. 

The  expectation  of  life  should  be  a  matter  of  considerar 
tion  with  every  one  choosing  his  business,  and  should  have 
importance  in  determining  the  rate  of  wages.  That  this  is 
not  adequately  the  case  now  is  quite  evident,  because  wages 
paid  for  labor  in  unwholesome  employments  do  not  corre- 
spond  with  the  consoquent  abridgment  of  human  life ;  so 
that  the  laborer  not  only  loses  a  good  part  of  his  life,  but 
also  a  share  of  the  wages  he  ought  to  receive  while  he 
does  live. 

Agriculture  is  evidently  the  normal  employment  of  man, 
that  in  which  he  lives  longest  and  enjoys  the  greatest 
health.  Every  other  calling  is  unwholesome  to  the  exact 
extent  in  which  it  departs  in  its  condition  from  the  agricul- 
tural ;  and  the  rate  of  wages  should  be  adjusted  to  a  scale 
constructed  on  this  principle. 
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who  can  get  on  for  a  fortnight  without  employment  may 
choose  whether  he  will  work  for  less  than  a  fair  price 
to-day  or  not. 

Tbis  is  a  matter  of  great  importance  to  the  laborer ;  for- 
the  natural  advantage  tbe  capitalist  has  over  him  is,  tbat 
the  latter  can  wait  a  little,  while  the.  former  must  work 
now.  Tbe  laborer  or  employö  of  whatever  kind  (for  all  are 
subject  to  the  same  law)  should  strive  earnestly  to  make 
himsclf  as  independent  in  his  position  as  possible.  Hence, 
self-denial  and  economy,  when  exercised  by  those  who  live 
on  wages  or  salarics,  are  amply  repaid  by  better  terms  of 
Service.  There  is  a  homely  adage,  "  that  a  man  is  poorer 
for  being  poor,"  which  laborers,  of  all  others,  should  bear 
in  niind. 

DISTINCTION  OP  SEX. 

Women  receive  less  wages  than  men.  This  is  doubtless 
trne  in  all  the  so-called  civilized  countries.  The  difference 
may  be  stated  at  about  fifty  per  cent  to  their  disadvautage ; 
that  is,  where  the  man  recoives  one  dollar,  the  woman  re* 
ceives  fifty  cents.*  And  this,  too,  not  only  where  the 
Services  of  the  two  sexes  differ,  but  where  they  are  iden- 
tical,  as  in  school-teaching,  type-setting,  &c.  Why  this 
disparity  ? 

Political  economists,  so  far  as  we  know,  have  not  troubled 
themselves  much  about  it.  Philanthropists  have  taken  cog- 
nizance  of  the  fact,  and  have  sought  to  apply  a  remedy,  but 
generally,  we  may  say  uniformly,  with  little  success.  We 
shall  not  go  at  length  into  the  subject,  only  endeavor  to 
State  the  causes  from  which  we  suppose  the  difference  arises. 
These  may  suggest  the  remedy. 

The  first  consideration  to  be  noticed  is  the  fact  that  the 

*  The  average  monthly  wages  of  male  teachers  in  the  public  schools 

of  Massachusetts,  1857-8,  was $49.87 

The  average  montlüy  wages  of  female  teachers  in  the  public 

schools  of  Massachusetts,  1867-8 f  19,68 
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sexes  exist  in  remarkahly  eqval  nunibers  throughout 
tlni  world,     Tliere  are  as  many  wonien  as  mcu. 

Thc  seeond,  that,  vvliilo  almost  all  occupations  and  em- 
plinia» nts  are  Boeeftsitta  to  the  male  sex,  but  eomparalively 
few  in-e,  by  tbe  opiuiuns  and  cu&toma  of  society,  rogarded 
as  proper  Em?  woman,  One,  therefore,  has  th.e  wlmle  Seid 
of  Hfc  in  whieh  to  aet ;  the  othcr  is  limited  to  a  pari. 

On  the  priiieiple,  then,  of  supply  and  demand,  the  number 
of  femalea  bäing  ae  great  as  tliat  of  malcs,  white  their  em- 
ploynrtntfl  are  so  mueh  foirer,  they  must  of  neecssity  work 
for  tews  rowurd,  Tbc  supply  is  greater  thau  tko  affective 
Aem&nd, 

A  third  fact  ia,  that  the  part  of  labor  assigned  to  womea 
h  of  a  muro  dispensable  character.  A  great  part  of  the 
labor  of  women  is  connected  with  the  eomforts,  conve- 
nienceflj  and  luxuriös  of  lifo :  hence  it  can  and  will  be 
dispeused  with,  uuless  it  cau  be  had  cheap.  The  staple 
prnductioim  —  com,  cattle,  iron,  cotton,  and  the  like  —  must 
be  had,  at  whaiever  pricc  or  oost  öf  labor;  but  not  so  with 
the  thousand-aiid-one  little  articlus  of  boatity,  taste,  and 
fofihiozi  whidb  fcmalc  iuduatry  ereates  in  every  housohold. 
For  examplc:  tuppose  a  farnacr  employs  two  men  to  carry 
on  bis  agrieultural  labors,  and  usually  the  ume  number  of 
fcmalcs  in  the  work  of  the  house.  Now,  if  he  should  be  eo 
pushed  fcr  uieaus  as  to  be  obliged  to  diapense  with  one  of 
bis  rni].lnvi:s,  whieh  would  it  uaturally  be,  one  of  his  hired 
men  or  lured  maida?  Doubtless  one  of  the  latter  ;  heeause, 
bj  domg  so,  he  would  only  lose  some  of  the  conveuiences 
iiinl  oomforta  of  lifo,  without,  perhaps,  much  saeriuee  of 
j.mipürty ;  while,  in  the  other  case,  he  wonld  lose  part  of  his 

i_TO|>. 

Tbere  scenis  to  bo  a  prevaient  feeling  at  tho  presont  day 

lluit  the  wages  of  woman  ought  to  be  increaaed ;  that  her 

position  onght   to  be  less  dependent.     But  those  who  are 

üod  with  the  existing  eustoms  and  opinions  of  society, 

by  wliicli  the  spheri?  of  woman  is  restrieted  to  its  present 
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limits,  ought  to  be  equally  well  satisfied  with  the  compensa- 
tion  allotted  her ;  for  it  is  just;  such  as  must  follow. 

No  attempt  to  enhauce  her  wages  by  appeals  to  human 
sympathies  or  benevolent  organizations  need  be  attempted ; 
for  there  is  a  law  that  overrides  all  these, —  the  law  of 
supply  and  demand ;  a  law  fouuded  in  nature,  inexorable 
and  immutable.  An  increase  of  her  wages  can  only  result 
from  an  increase  of  her  employments,  —  of  employments, 
too,  of  an  equally  indispensable  character  as  those  of  the 
other  sex. 

That  a  change  of  this  sort  is  fortunately  in  progress  in 
most  civilized  countries,  and  especially  in  the  United  States, 
is  apparent.  The  introduction  of  machinery  is  doing  much 
to  equalize  the  wages  of  the  two  sexos.  Water  and  steam 
are  now  made  to  accomplish  that  which  could  once  only  be 
done  by  human  strength,  leaving  the  residue  of  labor,  which 
is,  to  a  great  extent,  the  exercise  of  intelligence,  care",  and 
attention,  to  be  performed  by  persons  of  either  sex.  Hence, 
there  is  now  a  great  demand  for  the  labor  of  females  where 
there  was  once  none  at  all.  There  is  tess  demand  for 
muscle,  and  more  for  mind :  this  brings  woman  nearer  an 
equality  with  man. 

In  the  department  of  education,  too,  the  sphere  of 
women's  labor  is  vasüy  extended  within  the  last  forty 
years ;  and,  from  existing  indications,  the  present  Century 
will  not  close  before  a  considerable  part  of  the  business  of 
the  medical  profession  will  bo  in  their  hands.  Women  are 
also  employed  extensively  in  public  offices  and  trading  es- 
tablishments. 

All  this  is  the  natural  result  of  our  civilization,  and 
especially  of  a  free  common-school  education.  In  a  great 
part  of  the  United  States,  the  same  advantages  are  fumished 
to  both  sexes.  The  consequences  are,  that  as  the  females 
are  more  docile,  have  a  quicker  apprehension,  and  are  more 
studious  generally,  they  acquire  a  better  education  in  our 
lower  schools  and  seminaries  than  the  other  sex. 
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ANQTHER   CLASSIFICATION   OF   WAGES. 


There  have  now  bcen  presentcd  most  of  tlie  cousidera- 
tions  wo  have  room  to  uffer  in  regard  to  the  subject  before 
us,  and  in  somewhat  the  usual  manner  of  Errangen » 
W<?  propose,  in  conchtsion,  to  give  what  inay  be  a  new,  but 
is,  as  we  thitik,  a  inore  natural  and  scientific  Classification 
of  wages. 

Properly  considercd,  wages  are  paid  for  three  different 
kinda  of  power;  vis«, — 

Ist,  Physical  power,  or  mere  muscular  effort  with  the 
spade,  shovel,  hoe,  and  the  like  ;  the  kind  of  labor  least  ele- 
vated above  that  of  the  faorse  or  ox,  This  power  äs  niost 
plonty,  eonies  by  nature,  costs  the  least,  and  is  there fore 
ei  h  -apest.  It  would  be  so  regarded  theorotically :  it  is  so  prac- 
tieally.     This  has  ever  been,  and  will  be,  the  lowest  priced, 

2d,  Mental  power.  Those  facnlties  of  mind  that  give 
ability  to  manage  complicated  afifairs,  the  genoral  Operation» 
otf  agricnlture,  mauufactures,  commerce,  —  all  Services,  in 
fftCt,  tont  rcquire  the  exercise  of  judginent,  diseretion,  re- 
ßtctlon,  eakulation.  Such  power  is  more  rare  than  physical 
foree.  It  will  thercfore  command  a  higher  priee,  especially 
in  a  progressive  state  of  society.  To  this  class  inay  be 
referred  all  persona  of  natural  ingenuity,  inventors,  authors» 
and  nien  of  geuius*  Such  often  reeoive  great  rewards.  In 
this  elass  may  be  plaeed  the  greatcr  proportion  of  those  pro- 
fessional Services  which  are  subsidiary  to  produetion,  and 
indispensable  to  its  füllest  developruent. 

To  prepare  men  for  tbe  exercise  of  their  inteilectual 
powers,  a  considerable  amount  of  educatiou  and  training  is 
necessary.  Heuce  such  powers  are  not  only  more  rare, 
but  more  expansive,  than  bntte  force,  and  thercfore  righfc- 
fully  eomnmnd  higher  compensation. 

:"<K  MORAL  power.     As  man  advances  in  civilization ;  a 
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wealth,  its  great  concomitant,  increases;  and  social  com- 
binations  are  multiplied,  —  it  bfecomes  more  and  more 
necessary  that  important  trusts  should  devolve  on  individ- 
uals  occupying  particular  stations.  With  all  the  checks 
and  securities  that  can  be  devised,  the  greatest  reliance 
mn8t  ever  be  placed  on  the  character  of  the  person  to  whoni 
the  trust  is  committed.  Oftentimes  the  honor  and  interests 
of  vast  bodies  of  men  must  be  committed  to  a  Single  band. 

Hence  arises  a  necessity  for  something  more  and  higher 
than  physical  and  mental  facnlties  or  qualities  combined, — • 
something  that  shall  furnish  a  guaranty,  irrespective  of  all 
contrivances,  that  these  high  trusts  shall  be  faithfully  dis- 
charged.  That  guaranty  is  found  in  the  moral  power  of 
the  individual,  —  the  power  which  gives  such  a  control  over 
appetites,  passions,  and  propensities  as  affords  assurance 
that  under  no  circumstances  of  trial  pr  temptation  will  he 
ever  depart  from  the  strictest  line  of  duty.  This  confidence 
can  be  inspired  only  by  the  conviction  that  the  individual  to 
be  trusted  has  firm,  abiding  principle  ;  that  he  will  be  hon- 
orable  and  true,  not  merely  because  it  is  for  his  immediate 
interest  to  do  so,  but  because  such  are  his  sentiments  and 
convictions  that  he  cannot  be  otherwise  ;  that  no  change  of 
circumstances  will  ever  induce  him  to  deviate  from  the  path 
of  rectitude. 

When  men  are  found  possessing  this  high  moral  power 
over  themselves  and  the  accidents  of  their  position,  they 
will,  of  course,  be  called  to  places  of  responsibility  and 
trust. 

Now,  as  such  men  are  more  rare  than  those  having  only 
physical  power,  or  physical  and  mental  power  combined, 
they  will  command  higher  rewards,  —  the  highest  paid  for 
any  class  of  Services. 

The  merchant  must  often  intrust  all  his  fortune  to  a 
Single  confidential  clerk.  He  must  put  himself  in  the 
power  of  that  clerk  to  injure,  it  may  be  to  min,  if  he  will. 
Hence,  should  he  find  a  man  to  whom  of  all  others  he  is 
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willing  to  commit  this  power,  he  will  be  disposed —  he  cau 
aflbrd  —  to  give  him  large  wages.  The  incorporated  coni- 
pany,  with  its  capital  of  millions,  must  put  into  tlie  hauds 
of  its  officers,  sometinies  of  a  Single  mau,  its  whole  wealth. 
And,  after*all  the  bonds  and  guaranties  that  can  be  dcvi&ed, 
reliance  must  be  mainly  placed  upon  the  luoral  character  of 
the  man. 

In  aöairs  of  State,  in  the  highest  public  trusts,  how 
much  must  always  depend  on  personal  honor  and  iutegrity ! 
Wliat  other  assurance  can  the  people  have,  that  their  ser- 
vant  may  not,  under  great  temptation,  prove  recreant  to 
duty,  and  injure  and  disgraee  himself  and  his  country  ? 
Looking  at  all  rcwards  in  the  light  of  political  egonoiny,  it 
is  here  that  we  find  the  highest  plane  of  human  etfort, 
-  It  raay  be  objected  to  this  new  Classification  of  labor*  that 
we  confound  economic  with  nioral  science,  and  clepart  from 
our  appropriate  sphere.  We  reply,  that  raen,  if  tnily 
moral,  are  so  not  because  it  is  profitable,  not  because  it 
will  enlarge  the  value  of  their  Services,  trat  because  it  is 
right,  because  they  love  iutegrity  for  its  own  sake.  This 
must  be  their  motive,  or  their  morality  has  no  reliable  fouu- 
dation.  Yet  from  this  cause  it  occurs  that  their  bot 
are  more  deairable,  and  they  will  receive  greater  remuuera- 
tion,  —  will  be  paid  for  honesty  as  truly  as  for  intelligence, 
aetivity,  and  strength.  So  a  man  must  preserve  his  health, 
if  he  would  receive  wages  for  eveu  the  lowest  form  of  labor; 
hut  that  will  not  be  his  motive*  The  Urre  of  life  and  the 
pleasures  of  health  will  form  the  grand  cousideration  in  his 
mind  why  he  should  abstahl  from  all  that  will  Iinpair  his 
physical  energies;  yet,  as  a  consequimc<\  lu*  secures  the 
ability  to  command  wages,  and  is  paid  for  his  abstinence 
and  discretion. 

We  can  not,  therefore,  acknowledge  the  validity  of  the 
objection  to  that  which  seems  to  us  the  most  natural  and 
scientific  Classification  of  wages. 
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CHAPTER  IV. 

LABOR    COMBINATIONS. 

In  connection  with  the  subject  of  wages,  it  seems  neces- 
sary  to  inquire  somewhat  iii  regard  to  the  rights  of  the 
laborer,  since  lipon  these  his  compensation  must  to  some 
extent  depend. 

Under  a  government  acknowledging  the  rights  of  all  men, 
the  laborer  must,  of  course,  have  the  same  rights  as  his 
fellow-citizens,  ncither  more  nor  less.  He  asks  no  favor, 
and  grants  none.  He  demands  the  same  justice,  the  same 
freedom,  accorded  to  others.  He  sliould  be  able,  so  far  as 
law  is  concerned,  to  work  when  and  for  whom  he  chooses, 
and  for  such  consideration  as  he  can  get  in  the  great  com- 
petition  of  industry.  The  law  cannot  say  how  much  he 
shall  accept  for  wages,  how  many  hours  shall  constitute  a 
day's  work,  nor  how  much  the  employer  shall  give  him. 
Each  is  left  perfectly  free,  and  the  competition  is  simply, 
between  labor  and  capital. 

But  the  laborer  is  not  under  Obligation  to  act  as  an  in- 
sulated  individual,  any  more  than  the  capitalist.  If  the 
latter  is  permitted,  arid  even  authorized  and  encouraged, 
to  combine  with  his  fellows  in  Order  to  enhance  the  power 
and  profits  of  capital,  it  is  equally  the  right  of  the  laborer 
to  do  the  same,  and  equally  the  duty  of  the  legislator  to 
give  him  any  facüities  for  doing  this  he  may  justly  demand. 

If  capital  is  incorporated,  labor  should  have  the  same 
privilege.  If  favors  in  any  case  are  awarded  to  one  party, 
they  should  certainly  be  furnished  to  the  other. 

Laborers,  then,  may  combip&,  if  they  deem  it  best  to  act 
in  concert  in  regard  to  their  interests. 

As  a  matter  of  fact,  they  do  form  associations  for  mutual 
benefit.    In  England,  these  "friendly  societies,"  as  they 
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are  callcd,  are  nuraerous,  and  often  cxert  a  vcry  happy 
influenae.  They  are  formed  for  a  great  variety  of  epecified 
objects,     One  dass,  for  example,  provide* — 

Ist,  For  assisting  members  when  they  are  obliged  to 
travel  in  search  of  employmeut. 

2d,  For  grantiug  temporary  relief  to  mcmbers  in  dis- 
tresscd  eircurastanees. 

■Bd,  For  the  relief  and  malntenance  of  members  in  case 
of  blindness,  lameness,  or  bodily  hurt  through  accidt'iit. 

4th,  For  the  purchase  of  neceesarics  to  be  empplidd  to 
the  members. 

5thT  For  the  purpose  of  assuring  the  members  agninst 
loss  by  disease  or  death  of  cattle  employed  in  trade  or 
agriculture. 

6th,  For  the  puxpose  of  aceunuilating  at  interest,  for  üv 
use  of  the  member,  the  surplus  fiind  remaining  ftfter  pro- 
viding  for  hb  assurance. 

Some  soeieties  provide  for  a  variety  of  other  contingen« 
cles, — sickness,  old  age,  and  death.  These  assnciations 
are  so  numerous  and  important  in  Great  B ritain  that  the 
government  has  appointed  a  registrar  (John  Tidd  Pr 
Esq-)  for  their  general  supervision,  and  bis  reporta  e 
annually  madc  to  Parliamcnt*  AU  associations  like  tliose^ 
if  properly  inanaged,  have  a  tendency,  not  only  to  relieve 
the  misfortunes  of  the  laboring  classes,  bnt  to  enhance  their 
wagea  by  making  them  more  independent. 

Soeieties  are  also  fornied  for  the  diflusion  of  intdligence 
atnongst  the.se  classes,  and  for  their  moral  aml  social  eleva- 
tion,  —  like  temperance  associations,  lyceums,  mechanic«' 
Institutes,  <£:e,  These,  too,  have  the  cfiect  fco  influe&OÖ 
Envorahly  the  rate  of  wagest,  since  they  tcnd  to  bring  labor- 
ers more  upon  a  level  with  the  more  favored  classcs»  to 
inerease  their  intelligence,  and  especially  to  divert  them 
from  low  and  degrading  oeeupations  and  anraseraents, 

AsBociations  of  this  kind  will*  in  the  progress  of  events, 
undoubtedly  contribute  more  and  more  towards  an  equal 
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distribution  of  the  wealth  which  labor  produces  in  coiyunc- 
tion  with  capital,  providcd  they  are  formed  for  proper  pur- 
poses,  and  conducted  in  an  orderly  manner. 

TRADES'   UNIONS. 

One  of  the  forma  in  which  these  associations  make  their 
appearance  is  that  of  trades'  unions.  The  principal  object 
of  these,  generally,  is  the  increase  of  wages.  The  differ- 
ent  trades  often  combine  for  this  purpose,  and  endeavor 
to  fix  the  rate  at  which  they  will  work.  This,  it  would 
seem,  they  have  an  undoubted  right  to  do :  whether  it  be 
good  policy  is  another  question. 

Men  may  mntually  agree,  for  example,  that  they  will  work 
only  ten  hours  per  day,  and  will  have  two  dollars  per  day 
as  wages.  All  who  voluntarily  join  such  an  agreement  are 
in  honor  bound  to  keep  it ;  and,  if  the  association  binds 
itself  to  support  those  who  are  turned  out  of  employment, 
they  \iave  also  the  undoubted  right  so  to  do. 

But,  while  all  this  is  conceded,  it  does  not  follow,  that,  if  a 
member  violates  the  rules  of  the  society,  his  associates  may 
inflict  any  punishment  upon  him  for  doing  so,  except  such 
as  the  law  of  the  land  authorizes.  A  trade's  union  is  not 
an  Imperium  in  imperio.  '  It  has  all  the  rights  which  each 
individual  member  has,  and  no  more.  Heiice  any  attempt 
to  inflict  punishment  upon  such  delinquent  is  as  much  an 
infringement  of  his  rights,  and  of  the  laws  of  the  country, 
as  if  it  were  done  by  an  individual. 

Agaiii :  nor  has  a  trade's  union  any  right  whatever, 
moral  or  legal,  to  interfere  in  any  manner  with  those  of  their 
craft  who  do  not  choose  to  enter  into  their  association.  If 
such  persons  prefer  to  work  at  a  less  rate  of  wages  than  that 
established  in  the  tariff  of  the  union  rather  than  not  work 
at  all,  they  have  the  most  unquestionable  right  to  do  so ; 
and  any  attempt  to  prevent  them  by  brüte  force  is  an  in- 
fringement of  petsonal  rights  which  government  is  bound  to 
resist  to  the  utmost.     Such  an  act  is  merely  the  act  of  a 
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mob,  and  has  no  juBtification.  Nay,  more :  under  a  free 
eminent,  where  these  vcry  men  who  have  thus  combined 
are  Citizens,  with  the  right  of  auftrage,  and,  in  common  with 
others,  elect  those  who  enact  the  laws  ander  whieh  they 
live,  anj  outrage  of  this  kind  is  an  overt  act  of  moral  trea- 
son  against  repuhlican  Institution«.  It.  is  a  Virtual  declarar- 
tion  that  these  institutions  have  failed,  and  muH  lail,  to  givo 
adäquate  protection,  and  therefnre  these  aggrierod  particH 
are  obliged  to  resort  to  violenee ;  in  other  words,  to  over- 
ride  the  government,  the  Constitution,  and  tlie  lawe, 

strikes. 

The  foregoing  argument  Covers  the  whole  graund  of  right 
or  wrong  in  regard  to  strikes. 

Members  of  a  trade'®  unkm,  believing  that  their  vages 
aru  inadoquate  or  less  tlian  their  employers  ean  well  aßbrd, 
by  mutual  agreement  strike  for  higher  wagea.  If  not  gl 
ed,  they  turn  out,  To  produco  effeet,  and  aid  in  obtaining 
whaf  Ümy  demand,  they  paradc  the  streets  with  baanert 
and  music.  Yery  well,  so  far ;  for  other  associations  do  the 
same,  whenever  they  see  fit,  If  these  demonstrations  du 
not  interlere  with  the  goneral  avocations  and  pursuits  of  the 
public,  there  ean  be  no  reasonable  complaint.  The  eeouomy 
and  Utility  of  euch  demonstrations  is  anothor  matter;  but 
the  right  to  make  thetn  need  not  be  disputed, 

But  when,  in  addition  to  this,  a  proceBßion,  inatead  of 
peaceably  passing  through  the  streets,  proceeda  to  ßoxopel 
by  force  every  person  engaged  in  a  particular  trade  to  nuit 
his  cmployment,  the  case  is  eutirely  altered.  The  proees- 
sion  has  beeome  a  lawless  mob,  and  is  to  be  dealt  with 
like  any  otlior  body  of  men  disturbing  the  publie  p« 

All  demonstrations  of  violeuee,  of  this  kind,  are  in  uUi.t 
antagonism,  not  only  to  the  institutions  of  soeiety  in  g*m- 
erah  but  to  ÜW  real  and  permanent  interests  of  the  | 
which  makes  tliein,     They  do  härm,  and  only  härm,  in  tho 
long-run,  both  econoinically  and  rnoraliy,  and  degrade,  üt- 
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stead  of  elevating,  the  laboring  classes,  who  rcally  have 
much  to  hope  from  their  associations  of  various  kinds,  if 
they  be  peacefully  and  properly  conducted.  There  is  no 
one  thing  by  which  the  interests  of  the  laborer  can  be  more 
effectually  promoted  than  by  associations  for  good  and  use- 
fiil  purposes,  managed  in  a  sensible  and  becoming  manner ; 
and,  on  economical  as  well  as  moral  and  social  considera- 
tions,  they  would  then  be  worthy  the  approbation  and  pat- 
ronage  of  the  capitalist,  whose  interests  would  be  promoted 
thereby :  but  it  should  ever  be  remembered  that  individu- 
ality  is  to  be  interfered  with  as  little  as  possible,  since  the 
more  there  is  of  individual*responsibility,  socially  and  politi- 
cally,  the  better;  the  less  men  are  called  upon  to  resign 
their  freedom  of  action  and  personal  reliance  and  choice  in 
the  various  duties  and  emergencies  of  life,  the  more  advan- 
tageous  to  their  welfare  and  happiness. 

But  strikes  cannot  permanently  raise  the  rate  of  wages. 
Combinations  of  workmen,  taking  advantage  of  the  peculiar 
State  of  trade  when  commodities  are  in  great  demand,  may, 
for  the  moment,  extort,  from  the  necessities  of  their  em- 
ployers,  an  addition  to  their  compensation ;  but  they  gain  no 
substantial  advantage.  When  trade  becomes  dull,  they  are 
certain  to  be  placed  again  in  the  power  of  the  employer. 
Especially  is  it  injurious  to  the  interests  of  the  workmen, 
where  by  strikes  they  have  forced  out  of  employment  large 
numbers,  whom  they  are  obliged  to  support  out  of  previous 
accumulations.  In  such  cases,  they  consume  their  own 
little  savings,  injure  the  interests  of  those  who  have  em- 
ployed  them,  and  render  them  less  able  to  pay  wages  in  the 
future. 

Freedom,  protection,  and  justice  are  what  labor  needs, 
and  must  have,  or  its  condition  will  be  depressed,  and  its 
productiveness  diminished.  With  freedom,  the  laborer  can 
work  for  whom  he  will :  with  the  ballot,  he  can  insure  to 
himself  and  his  interests  protection  and  justice. 

18 
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There  i»  yet  another  mode  in  which  thoae  who  depend 
np«on  wage«  may  sermre  very  great  advantages  to  themselves; 
vis?,,  by  r-/w>perative  aaaociationa.  formed  for  trading  or  In- 
dult rial  pnrpoa^a.  Th&Mt  are  aiready  somewhat  eitensively 
introduced  into  the  United  States ;  and.  30  far  as  are  known, 
have  been  attended  with  a  good  degree  of  suceess.  Mr. 
ffnmMAi  fnffw  M.P.>,  in  his  "  Manual  of  PoLitical  Econo- 
my,"  ha«  given  a  very  füll  and  interesting  account  of  the 
Operation  of  certain  co-operative  societies  in  Eorope,  from 
which  we  extraet  the  following:* — 

"  The  co-operative  movement  in  England  was  first  commenced 
at  ltoehdale«*  Abont  1844,  a  few  working-men  in  that  town  sus- 
peetarl,  and  no  doubt  juatly  so,  that  they  were  paying  a  high  prioe 
fm  tea,  augar,  and  othcr  Auch  articles,  when  they,  at  the  same  time, 
bftlieved  they  were  not  free  from  adulteration.  They  therefore  said, 
1  Why  ühoiihl  wo  not  elub  together  suflicient  amongst  ourselves  to 
piir<:ha*e  a  ch«»t  of  tea  and  a  hogshead  of  sugar  from  some  whole- 
»alo  fihop  in  Mimeheffter  ? '  This  they  did;  and  each  one  of  their 
n  umher  wu«  Rtipplicd  with  tea  and  sugar  from  this  common  stock, 
paying  ruady  nionoy  for  it,  and  giving  the  same  price  for  it  they  had 
henn  chargod  at  tlio  shops.  When  all  the  tea  and  sugar  had  thus 
been  sold,  ihvy  agroed  to  divido  the  money  thus  realized  amongst 
theinuolvi'w,  in  proportion  to  the  capital  each  had  subscribed.  They 
foutift,  to  their  ruirpriHo,  that  a  largo  profit  had  been  realized.  The 
great  mlviwtngn  of  tho  plan  hccame  self-evident ;  for  not  only  were 
thny  providod  with  a  lurrative  investment  for  their  savings,  but 
they  obtnliH'd  unadultoratod  tea  and  sugar  at  the  same  prices  they 
Ihm!  Immmi  proviouHly  obligod  to  pay  for  the  same  articles  when  their 
(]\mllly  wa*  ileterinrnted  by  all  kinds  of  adulteration.  A  fresh  stock 
of  tea  and  augur  war,  of  course,  purchased.  Other  laborers  were 
tpilckly  attmrtod  to  join  the  plan,  and  subscribe  their  savings ;  soon 
the  aoeloty  wiw  aunViently  extended  to  justify  them  in  taking  a 
room,  which  they  usod  as  a  störe,  and  the  success  of  the  plan  fully 
kept  [wce  with  it«  enlargeinenU 

*  The  reftfefenee  of  John  Bright,  M.P,,  and  where  his  fiunily  carry  on  m 
targ«  mamilWeturing  btttinet».  a.  w. 


CHAP.  IV.]  LABOR  COMBINATIONS.  275 

"  In  1856,  this  society,  now  famous  as  the  Rochdale  Pioneers,  pos- 
sessed  a  capital  of  about  £12,800.  The  business  was  not  long 
restricted  to  articles  of  grocery :  bread,  meat,  and  clothing  were  all 
sold  on  the  same  plan,  Their  capital  so  rapidly  increased,  that  they 
were  soon  enabled  to  erect  expensive  flour-mills ;  and  a  supply  of 
pure  bread,  as  well  as  unadulterated  tea,  was  thus  insured.  Dur- 
ing  the  last  few  years,  this  Pioneers*  society  has  attracted  frequent 
public  attention ;  for  it  has  gradually  grown  into  a  vast  commercial 
Institution,  embracing  a  great  variety  of  trades.  At  the  present 
time  (1863),  its  capital  is  £32,000,  the  amount  of  business  done  is 
£170,000,  and  the  profits  realized  twenty  per  cent.  The  general 
management  of  this  society,  and  the  mode  in  which  the  profits  are 
distributed,  are  both  excellently  arranged.  A  ready-money  System 
is  so  scrupulously  adhered  to,  that  even  a  large  shareholder  cannot 
make  the  smallest  purchase  on  credit.  The  managers  of  the  busi- 
ness are  chosen  by  the  general  body  of  shareholders ;  and,  in  almost 
every  case,  an  excellent  selection  has  been  made.  The  accounts  are 
made  up  quarterly,  and  placed  before  the  general  meeting.  Lon- 
don accountants  have  audited  these  accounts ;  and  they  express  a 
unanimous  opinion  that  no  business  in  the  country  is  better  con- 
ducted.  With  regard  to  distribution  of  the  profits,  a  sufficient  sum 
is  at  first  allotted  to  pay  a  dividend  of  five  per  cent  on  the  capital ; 
the  remaining  profits  are  divided  on  the  following  plan:  Every 
person,  when  he  purchases  goods,  receives  one  or  more  tin  tickets, 
on  which  is  recorded  the  amount  of  his  purchases.  At  the  end  of 
every  quarter,  each  person  brings  these  tin  tickets,  which  form  the 
record  of  his  aggregate  purchases ;  and  the  remaining  profits  are 
distributed  in  proportion  to  the  aggregate  amount  which  each  indi- 
vidual  has  expended  at  the  störe.  Thirteen  pence  in  the  pound 
(equal  to  about  five  and  a  half  per  cent  on  the  amount  purchased) 
is  the  average  amount  which,  in  this  manner,  is  received  as  a  draw- 
back." 

Professor  Fawcett  then  proceeds  to  give  the  causes  of 

this  remarkable  financial  success :  — 
t 

•'  The  ready-money  System,  invariably  adopted  by  these  societies, 

has  probably  promoted  their  prosperity  more  than  any  other  cir- 

cumstance.    All  bad  debts  are  thus  avoided ;  and,  where  credit  is  not 

given,  a  certain  amount  of  business  can  be  transacted  with  much 

less  capital  than  would  be  required  if  large  sums  were  locked  up  in 
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book-drl.(s.  Under  a  ready-inoney  System,  the  same  capital  may  be 
tu  med  over  perhaps  twenty  time*  a  year;  and,  if  one  per  cent  only 
is  realizeri  npon  Mich  fransaction»  the  capital  will  sura  an  aggregate 
prolii  of  uvi'iiry  percent  in  die  courae  of  the  year,  When  goods 
are  sold  for  ready  nioney,  they  can  hc  bougbfc  for  ready  money  from 
wholesale  dealers.  This  m  always  a  guaraiity  that  the  purehasea 
will  be  made  on  the  most  favorable  terms,  Again  :  the  sharehold- 
ers  of  the  soeiety  form  a  nucleus  of  eus  tomers ;  and  thereibre,  di- 
rectly business  is  commenced,  a  certain  atnount  üf  trade  is  insu  red. 
IS  an  individua!  commenees  business,  be  must  attract  cus  tomer 
eithftt  bj  adverlWng  or  eostly  shop-fronts ;  he  iä  compclled  to  i 
c1w>  t  hiß  business  in  crowded  thorougbfares,  where  renfcs  are  ex- 
tremelv  high  :  but  a  ™ -^junitivesociety  is  saved  all  these  expenses. 
riareholdera  are  iis  customers  ;  it  iherefore  need  not  advertise; 
itdoes  not  retgoilV  R  >]iowy  buildiug;  for  iU  position  is  ruther  in  tlie 
centre  of  tbe  homes  of  the  laboring  populatiou.  These  and  other 
advantages  sufneientiy  acoonnt  for  the  largo  proÜts  which  havo 
been  realized,  not  only  by  die  Rochdale  eo-operative  Rtoref  but  by  a 
great  number  of  similar  societieä,  situated  in  almost  every  other  part 
of  the  country." 

Tbe  author  her©  enumorates  a  long  list  of  different  places 
in  which  theae  storea  are  üstabliahcd,  as  Manchester,  Hud- 
derafield,  Doror,  Blackburu,  &c.  He  then  proceeds  to 
atate  soine  of  the  advantages  of  these  Institution» ;  — 

"The  advanta<ri\<*  which  the  working  classes  derive  from  a  co- 
i t\  m -i wi  \ vi •  störe  are  apparent.  In  the  Krat  place,  it  provides  them  with 
a  most  eligible  Investment  ihr  their  savings»  Tbk  is  important, 
because  the  abaence  of  good  opportunities  for  inveating  smaU  aav- 
ings  operates  powerfully  to  inerease  tbe  improvidence  of  the  poor/' 

Again,  he  says:  — 

'*  The  co-operative  prineiple,  wlieu  applied  to  trade  and  manu- 
factures,  enables  the  laborer  to  Support  his  industry  with  bis  own 
cnpiiab  and.  in  thh  manner,  to  rise  from  the  mere  statua  of  a  hired 
Ldniivr,  ,  .  ,  ThttH  can  l>e  no  doubt  that  these  soeieties  promote  a 
most  JKrihliv  stK.4ai  iutercour.se  b*lweon  workmeu  ;  furt  at  frequent 
meetingsT  tbe  aliarubotders  eonsult  eaeh  other  upon  inuUers  of  busi- 
ness>  They  baTO  to  dlOV  Qmx  discrirnination  in  tieleeting  tbe  proj>ei 
persona  to  be  managers ;  and,  in  faet,  the  experienee  of  the  Koch* 
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dale  «tore  proves  that  a  co-operative  society  can  succeed  in  carry- 
ing  out  many  a  social  improvement,  which  would  not  otherwise  be 
introduced.  Thus,  two  and  a  half  per  cent  of  the  profits  realised 
at  Rochdale  support  an  excellent  reading-room  and  library,  which 
the  shareholders,  as  well  as  their  wives  and  families,  are  permitted 
to  use  gratuitously ;  the  society  organizes  excursions,  and  often  per- 
forms  some  united  work  of  charity :  not  long  since,  its  members 
presented  a  magnificent  drinking-fountain  to  their  fellow-townsmen. 
A  co-operative  störe  may,  moreover,  become  a  particularly  power- 
ful  agent  in  benefiting  the  working  classes,  because  it  can  be  con- 
ducted  on  the  smallest  possible  scale.  The  experiment  can  be  made 
without  involving  any  expense :  any  half-dozen  working-men  may 
try  the  plan,  as  it  was  tried  in  1844  at  Rochdale,  by  clubbing  to- 
gether  sufficient  to  purchase  a  ehest  of  tea  from  a  wholesale  grocer. 
If  their  first  effort  is  successfal,  they  may  gradually  develop  their 
plan,  until,  at  length,  it  becomes  a  great  and  important  trading  es* 
tablishment." 

The  same  writer  gives  the  following  aecount  of  an  indus- 
trial  co-operative  association :  — 

"  A  small  society  of  co-operative  masons  was  established  in  1848, 
in  Paris.  This  society  was  reproached  for  holding  certain  political 
opinions,  and  the  government  attempted  to  discourage  it  by  refus- 
ing  to  loan  any  capital.  This  intended  hostility  secured  its  future 
success ;  for  the  societies  which  were  assisted  by  the  government, 
in  almost  every  instance,  proved  to  be  failures.  The  co-operative 
masons  endured  many  vicissitudes ;  and,  in  the  year  1852,  they  de- 
termined  to  re-organize  their  society.  It  then  consisted  of  only  sev- 
enteen  members,  and  borrowed  no  capital.  They  resolved  to  create 
a  capital,  by  depositing  in  a  common  ehest  one-tenth  of  their  daily 
earnings.  At  the  end  of  the  first  year,  a  capital  of  fourteen  pounds 
and  ten  Shillings  was  in  this  manner  created.  At  the  end  of  1854, 
the  capital  had  increased  to  six  hundred  and  eighty  pounds ;  and, 
in  1860,  consisted  of  one  hundred  and  seven  members,  and  the  cap- 
ital possessed  by  them  was  fourteen  thousand  and  five  hundred 
pounds.  The  Hotel  Fould,  the  Hotel  Rouher,  the  H6tel  Fres- 
cati,  &c,  &c,  were  erected  by  this  industrial  association.  At 
the  present  time,  these  co-operative  masons  are  building  an  hotel 
for  M.  Girardin,  on  the  Boulevard  of  the  King  of  Rome,  and  an 
hotel  at  Montrouge,  for  M.  Pacotte.    No  laborers,  except  the  share- 
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htildera,  are  employed  by  tbe  aociety.    The  laborers  are  paid  the 

ordinary  wages.  current  in  the  tradt.%  and  the  net  profits  real* 
Ized  are  proportioned  in  the  folJowing  mannen  two-ftfths  of  tbe*e 
protit*  form  a  fund,  from  whieh  the  annual  dividend  is  paid ;  and 
ihr  ri -!ii:itiiing  three-fifths  are  appropriated  to  proride  an  extra  bo- 
nos oii  Jabot.  Tbe  bonus  each  lalmrer  thus  receives  h  propor; 
to  the  amount  of  labor  he  has  performed  throughout  the  year.  No 
arrangemetits  that  could  be  devised  would  more  powerfnIJy  pronurte 
the  elficieucy  of  iabor.  This  is  the  Beeret  of  the  reniarkable  MIO 
cess  aehieved  hy  this  aöciety." 

The  advantages  of  these  associatious  is  further  State«  L 
follows :  — 

4*In  tbe  firsf  pheö,  it  may  be  observed  that  the  lahorera  reeeive 
the  whrde  profits  whieli  ivsult  from  their  industry;  for  they  anpply 
the  capital  which  is  reijuire  d.  Another  most  important  eflfect  seema 
likely  to  result  from  these  associatioaa ;  for  they  appear  to  hold  out 
afitir  pr  ospeet  of  correeting  a  very  disadvantageouB  teüdeney,  whieh 
is  associated  wilh  the  pro&eut  rapid  accutnulation  of  wealth,  For 
we  have  previously  remarked  that  each  year  the  prodnction  of 
WOalth  U  OOttdmeted  OU  a  grealer  scale:  manufactones  are  enlarp-d. 
farms  are  "extended  in  area.  and  in  every  branch  of  industry  there 
.  from  the  very  vastness  of  their  capital,  to  tno- 
nopolize  the  additiona!  profit,  and  thus  oompd  the  »maller  producer 
to  »uceumb*  Heace,  each  year  it  becomes  more  diffieaU  for  the 
i  to  eii isijrr  in  any  industry  on  bis  own  aecount»  *  .  .  Henee, 
the  industry  of  the  country  must  be  eondueted  by  two  distinet « 
es ;  namely,  employera  who  supplj  the  uapital,  and  workmen  who 
provide  labor ;  unlesa  those  who  labor  ugree  to  form  them>> 
into  associationa,  and  subscribe  amongst  theniselvea  autficient  rapi- 
ta]  to  carry  on  prodaction  upon  a  large  scale.  It  Brost  be  quite 
evident!  that  oo-operative  trading  establiahments,  when  suce»- 
as  it  wi-vv  mhn-ify  many  advantages  which  laborers  derive  frütn 
oo-openitivr  Kiure».  Hut  we  have  separatcly  described  theae  two 
Qtkltai  of  in  limrioips,  bfitiMlM  we  tbink  that  tbe  succesa  of  the  for- 
mperüled  by  many  circumstanceß  which  do  not  affect 
the  luttrr,  in  rU<  t,  we  have  alrcady  stated,  thatt  in  the  ease  of  a 
CO-opeiah  tj  iliDMi  be  guaranteed,  ,  , .  But  the 

case  is  very  different  with  regard  to  a  oo-operative  society  cariy  ing 
OB  wwß  iiranch  of  industry  for  profit/* 
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This  the  writer  shows  to  be  more  hazardous.  He  gives, 
in  connection  with  this,  a  statement  of  a  very  successful 
agricultural  co-operative  enterprise,  commenced  some  thirty 
years  since,  in  which  the  results  were  in  the  highest  degree 
satisfactory. 

The  description  here  given,  by  Professor  Fawcett,  of  co- 
operative  socictie8  abroad,  furnishes  satisfactory  evidence  of 
their  feasibility,  and  the  great  advantages  the  laboring  class- 
es  may  derive  from  them.  If  true  to  their  interests,  they 
will  direct  their  attention  to  the  formation  of  such  associa- 
tions  in  this  country.  By  so  doing,  they  will  violate  no 
legal  enactment,  in  no  way  disturb  the  public  peace,  or  in- 
terfere  with  the  laws  of  trade.  They  will  simply  avail  them- 
selves  of  their  just  rights,  for  the  use  of  the  power  which 
legitimately  belongs  to  them. 


CHAPTER  V. 

PROFITS. 

By  the  term  "  profits,"  we  mean  that  share  of  wealth  which, 
in  the  general  distribution,  falls  to  those  who  effect  an  ad- 
vantageous  union  between  labor  and  capital. 

All  wealth,  being  the  product  of  labor  and  capital,  would 
be  divided  between  them,  were  it  not  necessary  that  still 
another  agent  should  take  part  in  production ;  viz.,  an 
employer,  manager,  undertaker*  (entreprmeur),  projector, 
contractor,  business  man,  merchant,  manufacturer,  fanner, 
or  whatever  eise  he  may  be  called,  whose  Services  are  indis- 
pensable. 

Capital  cannot  move  itself ;  labor  cannot  command  capi- 

*  "  It  ig  to  be  regretted,"  says  J.  Stuart  Mill,  "  that  this  word,  in  this  sense, 
is  not  familiär  to  the  English  ear.  French  political  economists  enjoy  a  great 
advantage  in  being  able  to  speak  of  lesprofiu  de  Ventrepreneur." 
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tili,  and  therefore  has  little  power:  hence  tlie  aece 
aii  employei\  or  hmines*  many  to  effect  a  union,  and  put  both 
in  successful  Operation.     Capital  without  labor  is  an  Infant ; 
Ubor  without  capital,  a  cripple, 

Tho  parties,  tben,  to  production  are,  (1)  the  laborer ;  (2) 
the  eapitalist ;  (3)  the  employer*  or  manager*  Eacli  hag  a 
dißtinct  |iruvince,  aiul  a  separate  interest;  and  each  must 
reeeive  bis  reward,  or  share  of  tho  geueral  produet. 

This  is,  uudoubtedly,  the  natural  division  of  the  subjeet. 
To  coufuiiiid  the  eapitalist  wilh  the  employerj  as  often  is 
done,  throws  the  whole  matter  iuto  eonfuaion.  There  is  uo 
oeeasion  whatever  for  this.  The  man  who  owns  thc  capital, 
and  reeeives  bis  compensation  for  its  use  in  the  shape  of 
rent,  or  interest;  the  lftboittr,  who  applies  inuscular  or  nien- 
tal  power  to  the  production  of  value ;  and  the  man  who,  as 
euiployer  or  manager,  relieves  the  first  from  the  anxiety  und 
risks  of  trade,  and  furnishes  the  second  with  the  nieans  by 
which  alone  he  can  work  to  advautage,  —  are  separate  per* 
sons,  with  distinet  intoreats. 

The  capital  ist,  as  such,  has  no  share  in  the  profits  of  busi- 
ness.  He  does  nothing  hut  loan  bis  wealth,  which,  by  the 
value  of  its  Services,  brillgS  hiin  an  income,  in  the  shapo  of 
rent  for  real,  or  üiterest  for  personal  estate.*  If  he  iß  care- 
ful  in  regard  to  the  securitiea  he  takes  or  the  credit  he 
gives,  it  ifl  of  uu  immediate  consequenee  to  hini  wh> 
trade  is  dull  or  brisk,  whether  profits  are  high  or  low  ;  but, 
of  coui'se,  it  is  true  that  the  capi talist  has  a  geueral  interest 
in  the  profits  of  business,  to  this  extent, —  that  uuless  prof- 
its, tu  the  long-noi  and  on  the  average,  are  such  that  the 
business  man  can  afford  to  pay  the  usual  rate  of  üiterest, 
the  compensation  of  the  eapitalist,  or  Ins  share  in  the  gcnvnii 
distribution,  must  be  reduced.  He  must  rent  or  loan  bis 
capital  on  such  terms  as  those  who  employ  it  can  afford, 

•  The  term  "personal  eatatc,"  in  distinetion  from  real  estnle  (land,  Imil.l- 
Üsjfs,  «ind  the  Uk»),  ib  generali^  used  in  thc  United  State«  to  describe  every 
\fa&  of  muv&ble  property,  and  all  evidence*  of  debu 
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over  and  above  all  the  charges  and  hazard  of  business,  be- 
ßides  making  a  satisfactory  profit.  On  the  other  band,  to 
the  employer,  in  whatever  department  of  business,  the  ques- 
tion  of  profits  is  vital.  His  success  depends  upon  the 
amouut  he  can  secure,  after  meeting  all  his  necessary  ex- 
penditures  for  labor,  rent,  interest,  taxes,  insurance,  bad 
debts,  <fec. 

It  often  happens  that  the  employer  (manufacturer,  mer- 
chant,  <fec.)  is  the  owner,  in  whole  or  in  part,  of  the  capital 
nsed.  This  in  no  wise  alters  the  case ;  for  then  he  receiveß 
income  both  for  his  capital  and  his  labor,  or  efforts.  Ho 
saves  all  the  interest  he  would  otherwise  pay  to  the  capi- 
talist ;  he  pays  interest  to  himself.  He  may  own  the  build- 
ings  he  occupies ;  and  in  so  far  he  is  a  capitalist,  paying 
rent  to  himself. 

It  is,  then,  by  this  triple  alliance  of  enterprise,  capital,  and 
labor  that  all  production  is  effected ;  and  between  them,  in 
the  fi^al  result,  it  should  be  shared.  The  economical  ques- 
tion  is,  How  shall  an  equitable  division  be  attained  ? 

We  have  previously  said,  in  relation  to  capital  and  labor, 
that  there  must  be  a  just  proportion  of  each  to  the  most  effi- 
cient  production, — sufficient  labor  for  the  capital,  and  capital 
for  the  labor :  so  there  must  be  sufficient  enterprise,  busi- 
ness talent,  and  tact  to  use  both ;  and  the  several  parties 
must  be  left  to  act  voluntarily,  under  the  instincts  of  human 
nature  and  the  laws  of  value.  Indeed,  the  great  difference 
in  the  wealth  of  nations  is  made  by  the  business  class :  mind 
is  more  effective  than  muscle.  Each  party,  too,  must  be 
protected  in' his  just  rights,  and  be  insured  against  the  en- 
croachments  of  the  other.  No  advantage  should  be  given 
by  legal  enactments  to  either.  The  capitalist  should  be  free 
to  loan  his  money  to  whom  he  will,  and  at  whatever  rate  he 
can  get ;  the  employ^,  to  work  for  whom  he  pleases,  and  at 
such  compensation  as  he  can  obtain  by  the  competition  of 
employers.  If  the  laws  allow  capitalists,  by  concentrating 
their  wealth,  to  increase  its  power,  laborers  should  have  an 
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per  centum  of  profit  on  the  capital  employed.  On  his  capi- 
tal,  if  borrowed,  he  pays  the  interest ;  if  he  owns  it,  he  com- 
putes  the  interest  as  a  part  of  his  expenses,  reckoning  the 
latter  as  the  income  on  his  capital. 

RATE  OP  PROFITS. 

There  is  a  constant  tendency,  in  the  progrcss  of  society, 
to  a  decline  in  the  rate  of  profits ;  i.e.,  as  has  just  been  said, 
of  profits  upon  business  done. 

Ist,  Prom  the  acccleration  of  exchanges,  or  the  rapidity 
with  which  capital  is  used  ;  in  consequence  of  which,  the 
same  absolute  remuneration  can  be  obtained  with  less 
Charge  on  each  transaction. 

2d,  From  the  increasing  number  of  those  who,  by  educa- 
tion  and  training,  are  qualified  for  independent  business. 

3d,  From  increasing  facilities  for  intercourse  by  steam, 
on  land  and  sea,  and  the  consequent  diffusion  of  intelligenco 
in  regard  to  prices  and  market«. 

The  rate  of  profit  can  never  be  arbitrarily  fixed  where 
there  is  free  competition,  any  more  than  the  wages  of  labor ; 
yet  in  a  given  country,  or  mart  of  trade,  there  may  be  an 
actual  average  rate  which  all  individuals  strive  to  attain ; 
say,  for  example,  ten  per  cent.  As  a  matter  of  fact,  such 
individual  obtains  all  he  can.  He  does  this,  especially  in 
places  of  large  trade,  by  charging  as  much  advance  on  every 
article  as  he  finds  it  will  bear.  If  his  rate  is  too  high,  he 
will  find  his  custom  feil  off;  or,  if  he  has  customers,  they 
will  be  of  a  hazardous  class,  by  whose  delinquencies  he  will 
lose  more  than  he  can  gain  by  their  patronage.  Then, 
again,  it  is  practically  true,  that  scarce  any  two  commodities 
pay  the  same  profit ;  söme,  it  may  be,  only  two,  some  ten, 
some  twenty  per  cent.  And,  further,  while  in  the  same 
street  one  man  sells  his  goods  at  ten  per  cent,  another  is 
selling  at  seven  and  a  half  per  cent,  and  is  making  a  larger 
amount  of  net  profits  at  that.    Why  is  this  ? 

First,  The  latter  buys  more  shrewdly.    Seconäly,  he  car- 
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Those  who  seil  for  cash  have  immensely  the  advantage  of 
those  who  give  long  credits,  particularly  under  a  mixed 
currency,  wbich  so  largely  increases  the  hazards  of  trade. 

In  those  communities  in  which  the  people  are  generally 
poor,  and  their  wants  great  and  pressing,  as  in  newly  settled 
countries,  credits  are  naturally  much  extended,  and,  of 
course,  the  rate  of  profits  proportionally  increased.  This 
is  known  to  be  the  case  over  a  large  part  of  our  Western 
States.  The  people  can  afford  to  pay  large  profits,  if  by  so 
doing  they  can  get  the  use  of  capital,  because  capital  pro- 
duces  so  large  a  return ;  as,  for  example,  one  thousand  dol- 
lars  invested  in  the  spring  in  ploughing  the  prairie,  and 
gettiug  in  a  crop  of  wheat,  will,  not  unlikely,  give  a  net  profit, 
within  six  nionths,  of  one  hundred  per  cent.  But  when 
such  communities  accumulate  capital,  and  are  able  to  pay 
as  they  purchase,  they  come  to  buy  at  greatly  reduced  rates, 
and  profits  fall  to  the  minimum.  This  is  the  general  law  in 
all  countries,  though  most  clearly  seen  in  new  Settlements. 
The  average  rate  of  profits  in  a  country  is  determined  by 
the  same  law  as  wages.  Profits  are  merely  wage*  received 
by  the  employer.  This  idea  should  be  kept  constantly  in 
mind.  The  wages  of  the  laborer  depend  lipon  supply  and 
demand :  why  not  the  wages  of  those  who  employ  him  ? 
The  employer  is  as  truly  a  laborer  as  the  man  who  toils  with 
the  spade,  only  on  a  higher  plane. 

If  there  are  more  laborers  than  are  wanted,  wages  fall ; 
if  fewer,  they  advance :  just  so  with  employers,  or  business 
undertakers.  If  there  are  too  many  competing  for  profits, 
the  rate  will  fall  until  the  excess  is  driven  back  into  the 
ranks  of  labor.  As  there  are,  however,  comparatively  few,  in 
Proportion  to  the  whole  number  of  persons  capable  of  labor, 
who  have  the  requisite  capacity  and  training  required  for 
transacting  business  successfully,  and  fewer  still  who  can 
command  the  necessary  means  or  capital,  it  will  follow  that 
the  rewards  of  the  employer  will  be  larger  than  those  of  the 
persons  employed.    But  we  must  not  forget  that  this  differ- 
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f'f  *n\f\t\i  ttt'-fh"-]'/''*  'Ur*'Atl7,  \\*:j  tir<:  chari'«i  larsre  profits 
Wf  wlrwf  Mr//  J/'i/.  f/rf  a  rfA\\r<^i\  \&  put  in  Operation,  so 
<jf«*  Mr/-  !,//»'•  i\\*Uiut«  \n  Ti'AwA'A  frorn  eijrht  or  ten  days  to 
friMr-  *n  fiv  lr//»ir«,  fh#!  prir/j  of  all  wwirrjoditieg  in  market 
Will  I»»«  lenoMTM,  <iii/|  fli/m<j  wlio  Miipply  thein  must  do  so  at 
ff  Mfriffll  ffflviifii'«;  whilo  y«*t,  it  may  Ik;,  the  dealers  will 
ffffflf«»  «i«  Imij/m  nwiy,iito  proliU  from  increaHcd  sales. 

Hif'f'N'l«   <»N    f'lltlKITH   OK    A    TKMPOKAItY   UIHK   OP   WAGES. 

Tili»  •'IIJm'I  t tf*  11  Innipnmry  rinn  of  wagOH  upou  profits  may 
liM  HIhmIiiiIimI  im  (iiIImwn:    ■-- 

A  Hiiini»nn»hiiornf  kiMHoyniiMVH  in  alilo  toprodueo  an  arti- 
ii|m  \\\\  imio  ilnllitr  |mm*  yurd,  for  wliich  ho  euu  got  one  dollar 
timt  Iwohl.v  ooiiIm  in  tho  umml  «tnto  of  trade.  A  sudden 
vlno  nf  wi^^m  ndMiuoori  tho  ot*t  to  ono  dollar  and  ten  cents, 
Tho  hhiiiUi  winloi»  otdiiwry  oir\nun»UuKVs%  will  l>c  that  tho 
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manufacturer  will  not  be  able  to  obtain  at  once  an  advance 
equal  to  the  enhanced  cost.  He  will  be  fortunate  if  he  can 
get  one  dollar  and  twenty-five  cents  for  his  goods,  leaving 
him  but  fifteen  cents  profit.  But,  if  the  rise  in  wages  holds 
on  until  the  market  has  been  cleared  of  the  stock  of  goods 
on  hand,  the  price  will  then  be  easily  brought  up  to  one 
dollar  and  thirty  or  one  dollar  and  thirty-five  cents. 

But  a  rise  of  wages,  especially  if  occasioned  by  an  expan- 
sion  of  the  currency,  is  sure  to  be  followed  by  a  correspond- 
ing  decline  when  contraction  takes  place.  'The  manufac- 
turer will  then  gain  the  advantage  he  lost  by  the  rise  of 
wages.  His  goods  will  not  fall  at  once  as  much  as  the  fall 
in  wages.  This  is  the  practical  experience  of  business  men  ; 
and  they  can  safely  calculate  to  gain  as  much  on  the  one 
hand  as  they  lost  on  the  other.  Wages,  we  have  previously 
shown  on  page  258,  fall  faster  than  commodities.  It  is  from 
the  Operation  of  this  law  that  the  entrepreneur  gains  in  the 
feil  as  much,  ordinarily,  as  he  lost  in  the.  rise  of  wages. 

DIVIDENDS. 

A  large  share  of  the  income  received  by  owners  of  capital, 
at  the  present  day,  comes  in  the  form  of  dividends  on  stock, 
held  in  corporations  and  joint-stock  companies,  formed  for 
almost  every  conceivable  purpose.  The  introduction  of  rail- 
roads  has  caused  immense  investments,  the  income  from 
which  is  received  in  dividends.  How  are  these  to  be 
classed  ?  They  cannot  be  regarded  as  synonymous  with  in- 
terest,  or  rent :  they  must  be  considered  as  profits.  They 
are  received  for  the  profits  of  business  done  by  proxy.  The 
capitalist  may  not  have  the  slightest  agency  in  the  affairs  of 
the  Company  from  which  he  gets  an  income ;  still  he  is  a 
partner,  though  a  limited  and  silent  one,  and  receives  his 
share  of  the  profits  or  loss. 

It  may  be  objected,  that  bank  dividends  must  surely  be 
classed  with  interest,  since  they  are  made  up  wholly  of  in- 
terest  received  for  the  loan  of  capital.    This  is  not  stricüy 
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their  prowp^rity  or  a/iveraity.  Tiiia  r«*»^lt  i»  iL.  so  fifcr  a 
feroraote  ot»*5  a*  it  aalt**  t&e  kiter^ft  of  capital  with  the 
it§4n*trj  of  the  tmutrj. 


CHAPTEB  VI. 

JNTEBE3T. 

Wjmt  jä  paid  for  the  une  of  money,  or  any  other  form  of 
loanable  capital,  \n  called  "  intere»t."  Hence  the  term  "usu- 
ry."  It  i*  all  th#;  reward  that  capital  rcceives,  not  einbraced 
in  Uli;  term  "  reut."  It  ordinarily  iiinurcs  the  return  made 
for  Uiu  employineiit  of  money,  becanse  loans  are  coinmonly 
made  in  that  form  ;  but  tlie  idea  of  interent  is'general  to  all 
urtiebm  liaving  valuo,  but  not  bringing  renk 

Intonwt  1mm  Üh  jintlificatioii  in  the  right  of  property.  If 
a  mau  ean  daim  (ho  owner»hip  of  any  kind  of  wealth,  he  is 
Um  owiwr  of  all  it  fairly  produces.  Pant  labor  has  all  the 
MiorndiinfM  of  pnment  labor,  and  as  justly  Claims  its  reward. 
An  iiMHocliitn  in  produetion,  it  iH  entitled  to  a  share  in  the 
prnduut.  Whoever  by  labor  produccs  wealth,  and  by  self- 
dnnial  prcHorvcH  it,  Hhould  be  allowed  all  tiie  bencfit  that 
Wüttlth  oun  rondor  in  futuro  produetion.    This  is  the  only 
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condition  upon  which  the  largest  accumulation  of  wealth  can 
be  secured ;  it  presents  the  only  motive  that  can  withstand 
the  impulse  to  imniediate  gratification.  The  desire  to  gain 
and  the  desire  to  spend  are  both  in  human  nature,  and  are 
conflicting  passions.  .  What  one  takes,  the  other  must  relin- 
quish.  If,  therefore,  the  desire  to  spend  is  unchecked,  all 
wealth  and  physical  well-fceing  disappear  in  riot  and  waste- 
fulness.  There  is  the  further  consideration,  that,  since  to 
loan  capital  is  to  incur  risk,  that  risk  should  be  compen- 
sated.  It  has  been  a  favorite  idea  with  many  visionary 
writers,  that  interest  can  be  entirely  done  away  with, 
Proudhon  and  others  have  speculated  and  theorized  much 
on  this.  subject ;  but  nothing  can  be  more  idle.  We  can  no 
more  get  rid  of  interest  than  value :  both  are  in  the  laws  of 
nature.  Yet  this  has  been,  in  the  view  of  many,  the  philos- 
opher's  stone,  that  was  to  transmute  all  baser  metals  into 
gold.  It  is  akin  to  the  idea  that  credit  can  be  made  to  take 
the  place  of  value,  and  is  sustained  by  the  same  sort  of  rea- 
soning  as  that  "  property  is  a  crime ;  a  monopoly  that  must 
be  destroyed." 

We  will  notice  briefly  a  few  of  the  main  principles  that 
govern  the  rate  of  interest  the  world  over. 

Ist,  Interest,  in  its  general  rate,  will  be  determined  by 
the  productiveness  of  labor  in  the  Community  where  it  ifl 
employed.  It  is  evident  the  reward  of  capital  cannot  be 
larger  than  the  total  profits  of  business,  because  it  would  no 
longer  be  used ;  nor  can  it  be  equal  to  these  profits,  for 
no  one  would  be  disposed  to  employ  it  and  pay  out  his  whöle 
profits  for  its  use.  Interest  must,  therefore,  be  less  than 
the  aggregate  amount  of  the  returns  of  production  ;  and 
finding,  as  it  does,  a  competitor  in  the  power  of  present 
labor,  capital  will  be  obliged  to  submit  to  an  equitable  di- 
vision. 

If,  then,  the  productiveness  of  labor  is  very  great,  if  the 
industry  of  the  Community  yields  easily  and  richly,  capital 
will  naturally  obtain  a  large  reward ;  while,  if  Nature  be  nig- 
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gardly  in  her  gifts,  eaeh  of  the  parties  must  be  content  with 
a  pittancc. 

2d,  Interest  will  be  govcrned  by  the  law  of  supply  and 
dem  and  Tlns  is  so  evident  as  not  to  require  arguinent  or 
pim>i\  hardly  illn^tiation.  Old  conntries  abonud  in  aecu- 
muhitiuu.s  uf  eupit.al.  InLerest  is  there  found  clieap.  In  all 
new  countries,  there  is  a  youthfulness  of  capital ;  there  has 
not  been  time  bo  develop  the  powers  of  produetion;  and  heaoä 
interest  is  high.  The  United  States  of  America  afford  a 
niost  striking  example  in  point.  There  is  ^  vast  amoiint  of 
unenltivated  but  fertile  land,  while  the  amoiint  of  ca] 
with  whieh  to  eultivate  it  is  comparatively  smalt  So  of  its 
manufacturing  capacities.  Hence  there  is  a  high  gen 
rate  of  interest,  Tliis  is  governed  by  the  supply  and  demand, 
i.e.  by  the  laws  of  value  alone,  and  should  never  be  iuter- 
fered  with  by  legal  enadments. 

This  is  l  leason  mankind  have  been  slow  to  learn ;  yet  Ihe 
tnodt  coiumercial  nation  in  the  world  (Great  Britain)  has 
abolished  all  usury  laws.  The  experiment  was  at  firat  inade 
with  great  caution,  limiting  the  exeniption  to  a  partieular 
kind  of  paper,  and  the  läme  in  whieh  it  should  operate  to  a 
few  nionths  ;  but  it  was  found  so  perle ctly  satisfaetory  to 
the  Community,  fchat,  alter  a  fair  trial,  the  abolition  of  the 
usury  laws  was  nnule  final  and  complete. 

But,  lipon  a  question  so  mach  in  disputej  it  raay  be  desira- 
ble  to  give  the  prineipa!  reasons  why  the  matter  of  interest 
ßhould  not  be  interfered  with  by  law, 

(a)  Wlien  it  is  niade  a  penal  offence  to  take  over  a  cer- 
tain  per  Cent  interest  (say  six),  if  nioney  is  worth  more,  as 
it  often  will  be,  it  must  be  obtained  by  some  indircet  pro- 
Most persona  do  not  like  to  directly  violate  a  lawj 
however  foolish  or  unjust  they  may  deem  it  to  be;  conse- 
quently,  they  will  attempt  to  evade  it.  There  is  no  difficulty 
iu  tliis.  A  note  may  be  sold  to  a  broker  for  what  it  will 
bring;  and  the  broker  buys  it  with  funds  furnished  by  the 
capitalistj  who  Stands  behiud  the  curtain  while  the  borrower 
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pays  the  broker  for  getting  ihe  money  he  might  otherwise 
have  obtained  directly  of  the  capitalist  himself.  The  law 
has  not  prevented  the  usury,  only  increased  the  rate.  The 
broker  feels  110  responsibility ;  for  he  is  only  an  agent  be- 
tween  the  parties.  The  capitalist  has  no  scruples ;  for  he  is 
not  known  in  the  transaction.  Instead  of  this,  the  borrower 
and  lender  shonld  be  brought  face  to  face,  in  an  open  mar- 
ket, where  each  could  be  protected  by  law  in  the  transac- 
tion ;  and  then  a  fair,  unrestricted  competition  would  aspure 
the  lowest  rate  of  interest,  obtained  in  the  most  economical 
manner. 

But  for  usury  laws,  the  current  rate  of  interest  would  be 
as  well  known  as  the  price  of  Stocks  or  com  or  wool,  and 
would,  like  them,  be  determined  by  the  laws  of  trade ;  and 
men  would  act  as  intelligently  and  as  freely  as  in  the  pur- 
chase  of  merchandise.  Preedom  is  as  essential  in  the 
disposal  of  money  as  in  the  intercourse  of  nations.  To 
hamper  it  with  laws  regulating  the  rate  at  which  it  shall  be 
loaned,  is  as  absurd,  and  as  repugnant  to  the  laws  of  wealth, 
as  to  fix  the  price  of  wheat  or  cotton. 

(6)  Usury  laws  create  an  injurious  distinction  between 
different  kinds  of  mercantile  paper,  and  thus  occasion  em- 
barrassment  and  loss  to  borrowers. 

For  example,  the  law  says  in  Massachusetts  that  only  six 
per  cent  interest  shall  be  taken  by  the  banks.  But  money 
may  be  worth  twelve  per  cent ;  and  there  are  ten  applica- 
tions  for  it,  at  that  rate,  to  one  that  can  be  supplied.  What 
is  the  result  ?  Why,  the  bank  will  make  no  loans  except 
upon*  such  paper  as  it  can  charge  for  exchange.  Exchange 
is  legal,  whether  it  is  real  or  fictitious.  A  and  B  apply  for 
discount  at  a  bank  in  Boston.  A  offers  notes  of  the  most 
undoubted  character,  payable  in  Boston ;  B  offers  notes  or 
drafts  payable  in  New  York,  and  he  gets  accommodated. 
His  drafts  have  sixty  days  to  run ;  he  is  charged  one  per 
cent  exchange,  and  thus  pays  twelve  per  cent  interest.  A, 
having  only  notes  on  which  no  such  exchange  can  be  legaUy 
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charged,  must li  go  into  the  street,"  and  employ  a  broker  to 
seil  the  notcs  for  Lim  at  the  best  rates  he  caii, 

Tbis  State  of  things  occasions  great  annoyance  and  L 
to  borrowers ;  yet  it  must  continue  so  long  as  usury  laws 
ex  ist. 

|  Usury  laws  are  the  principal  cause  of  coinpulsory 
deposits,  or  deposits  made  to  secure  large  discounts,  These 
ares  as  vre  have  shown,  exceedingly  burdensome  to  the  busi- 
ness,  Community,  and  most  dangerous  to  the  currency*  If 
the  rate  of  interest,  as  at  the  Bank  of  England  ,  was  left 
entirely  to  the  State  of  the  money  market,  thcse  deposits, 
now  pecutiar  to  American  banking,  would  disappear,  If 
cvci  v  man  cuuld  borrow  money  at  what  it  was  worth,  there 
would  be  uo  motive  to  bribe  moueyed  Institution^  indirectly. 

8d,  Interest  will  be  influeneed  largely  by  the  safety  or 
hazavd  of  Qftpctal.     Thiu  will  depend, — 

(a)  Upon  the  mural  cbaracter  of  the  people,  whethcr 
essentially  honest  or  dishonest,  whether  honorable  or  dis- 
honorable,  whether  iudustrious,  frugal*  and  temperate,  or 
otherwise» 

(6)  Upon  the  general  thrift  of  the  Community ;  for  how«- 
ever  well  disposed  to  pay,  if  decay  and  decline  are  general, 
the  hasards  of  capital  must  be  greatly  increased.  It  must 
share  in  flu-  general  losses  of  business. 

(c)  Upon  the  justice  and  efficiency  of  the  laws  by  whick 
the  rights  of  properiv  Wfl  .seeured,  and  the  Obligation  of 
contra i  ts  enforced.  This,  as  ean  readily  be  seeu,  is  one  of 
the  most  important  conöiderations  in  regard  to  the  safety 
of  loans :  and,  of  course^  the  rate  of  compensation  iu  the 
shape  of  interest. 

4th,  Again,  the  uniformity  of  the  rate  of  interest,  and  its 
general  a  venige,  will  depend  maiiily  upon  the  soundncss  of 
the  currency.  If  it  consista  wholly  of  value» —  that  is,  if  the 
credit  dement  eonstitutes  no  part  of  the  circulatiug  medi- 
um or  Standard  of  value,  —  the  rate  of  interest  will  be  as  uni- 
form and  as  low  as  the  laws  of  trade  admit.    The  rate  can 
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never  be  absolutely  fixed  at  one  point ;  yet,  where  no  credit 
is  used  as  currency,  tho  credit«  of  the  country  will  be  so 
based  upon  values  that  the  vacillations  will  be  very  mode- 
rate.  They  were  very  slight  in  Europe  until  within  the 
last  thirty  years. 

We  have  already  shown,  when  speaking  of  a  mixed  cur- 
rency,* how  frequent  and  excessive  are  the  fluctuations  in 
the  rate  of  interest  in  the  United  States.  In  no  other  civil- 
ized  country  have  they  been  so  great,  for  the  sufficient  rea- 
son  that  no  other  country  has  a  mixed  currency  so  deficient 
in  the  element  of  value. 

We  have  shown,  at  the  place  referred  to,  that  these  varia- 
tions  have  been  from  three  and  one-half  to  thirty-six  per 
cent.  Now,  no  commodity,  in  time  of  peace,  has  varied  to 
an  equal  extent.  The  reason  is,  that  commodities  are  not 
wanted  to  pay  notes ;  but,  to  meet  pecuniary  engagements, 
money  is,  and  must  be  had. 

Under  a  currency  in  which  credit  is  the  principal  element, 
the  fluctuations  in  interest  are  in  proportion  to  the  extent 
of  that  element ;  because,  as  we  have  shown,  a  mixed  cur- 
rency, whenever  there  is  any  panic  or  distress  for  money, 
withdraws  from  circulation  with  a  rapidity  proportionate  to 
its  weakness,  or  want  of  value.  Hence  the  frightful  revul- 
sions  we  have  witnessed.  And  we  may  doubtless  expect 
that  these  will  increase  in  force  and  frequency  in  the  future, 
since  the  mixed-currency  System,  once  almost  exclusively 
confined  to  England,  France,  and  the  United  States,  is  being 
extended  throughout  the  commercial  world.  The  risks  of 
credit  will  therefore  be  greater,  and  the  average  rate  of  inter- 
est will,  so  far  as  risk  is  concerned,  be  enhanced. 

But,  in  regard  to  a  legal  rate  of  interest,  it  may  be  asked, 
whether  a  limit  should  not  be  established  by  law,  in  all  cases 
where  the  parties  have  not  themselves  agreed  upon  one. 
Certainly,  it  would  seem  desirable  and  proper,  that,  in  the 
absence  of  all  agreement  or  contract,  the  law  should  say 

*  See  Diagram  No.  9,  p.  197. 
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that  a  given  rate  should  'be  awarded.  This  would  not  be 
regulating  the  rate  of  interest,  but  establisliing  justice  be- 
tween  the  different  parties  in  those  cases  where,  from  any 
cause,  no  fixed  rate  of  interest  had  been  agreed  upon.  This 
legal  rate  would  properly  be  the  general  average  rate  ob- 
tained  for  the  use  of  money. 


CHAPTER  VH. 

BENT. 

Rent  is  paid  for  the  use  of  land  and  its  appendages, 
which  together  are-  called  "  real  estate."  The  question  of 
the  rent  of  land  is  of  much  less  practical  importance  in  the 
United  States  than  in  Europe,  since  it  is  here  generally  held 
in  fee  simple  by  those  who  eultivate  it.  Yet,  as  an  economic 
question,  it  deserves  consideration.  And  there  is  an  espe- 
cial  inducement,  since  we  certainly  have  in  this  country  the 
best  opportunity  to  investigate,  in  their  simple  primitive  form, 
all  the  phenomena  connected  with  it.  Constantly  entering 
upon  new  lands,  we  have  exhibited  for  our  Observation  the 
working-out  of  problems  which  long  puzzled  the  philosophers 
of  the  old  world. 

Ist,  Rent  implies  ownership,  since  no  onc  would  pay  for 
the  use  of  that  to  which  all  had  an  equal  title.  This  may 
be  called  the  first  condition. 

2d,  It  implies  society,  so  that  more  than  one  person  shall 
desire  the  use  of  the  same  land  or  appendages.  If  exchange, 
as  M.  Bastiat  says,  "  is  civilization,"  rent  is  society.  This 
is  the  second  condition. 

From  our  definition,  it  will  appear  that  rent  is  paid  (a)  for 
land,  (J)  for  whatever  is  added  to  its  value  or  desirableness. 
We  cannot  separate  the  two  considerations,  nor  would  it 
be  of  practical  utility  if  we  could  ;  as,  from  what  we  have 
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already  endeavored  to  show,  value  is  not  derived  from  the 
gifte  of  nature,  but  the  labor  of  man :  "  land,  water,  steam, 
electricity,  and  the  like,  confer  no  value." 

Land  may  be  said  to  be  the  foundation  of  rent ;  and,  since 
the  rightfulness  of  appropriating  it  has  been  disputed,  it  may 
be  proper  to  remark  that  we  deem  it  a  sufficient  answer,  that 
appropriation  is  indispensable  to  the  production  and  accu- 
mulation  of  wealth,  to  the  progress  of  civilization,  and  the 
welfare  of  the  human  race :  therefore  it  is  right. 

Man,  in  his  original  or  savage  State,  is  a  hunter.  He 
needs  no  appropriation  of  land ;  for  he  roams  at  large  through 
the  forest.  He  aecumulates  little  or  nothing ;  and  it  is  of 
small  importance  where  he  builds  his  temporary  cabin.  His 
means  of  living  are  precarious ;  he  is  often  exposed  to  star- 
vation,  has  nothing  permanent,  pays  no-  rent,  and  population 
but  slowly  increases. 

Nor  in  the  second  or  nomadic  condition,  when  man  be- 
comes  a  shepherd,  does  rent  make  its  appearance.  His  busi- 
ness  is  no  longer  mere  destruetion,  but  preservation  and 
use.  This  elevates  his  condition ;  the  employment  has  a 
far  more  ennobling  effect  upon  character ;  higher  faculties 
and  better  feelings  are  developed.  But  still  he  lives  in  a 
tent,  and  removes  from  place  to  place  to  find  pasturage  for 
his  flocks.  In  the  natural  progress  of  even^s,  he  becomes  an 
agrieulturist.  His  chief  business  now  is  to  tili  the  ground. 
How  can  he  do  this  without  preparation  of  the  soil  from 
which  he  is  to  draw  his  sustenance  ?  And  why  should  he 
do  this,  if  another  may  at  will  dispossess  him  of  his  labors  ? 
The  land  must  be  divided,  appropriated,  and  held  by  some 
tenure  that  can  be  relied  upon ;  and,  when  this  takes  place, 
rent  makes  its  appearance,  and  increases  in  intensity  as  man 
becomes  more  and  more  advanced  in  social  condition ;  for 
with  agriculture  come  the  mechanic  arts,  manufactures, 
commerce,  villages,  towns,  cities, —  civilization. 

We  now  come  to  the  elements  which  enter  into  the  rental 
of  land. 
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Locati'on,  —  This  grows  out  oF  the  social  conditio«  of  ir^ 
bo  which  wa  liave  aüudrd.     lf  man  iivod  a«  isolaie  tai,^ 
ainl  th«W  wiMv  land  mough  Bor  all,  and  the  wl               tUj 
frrtile,  tlicre  wonld  be  no  rent ;  Imt,  once 
lagea  and  oommimities,  reut  would  maki?  its  ap 

althtnt;fh  ihnr  tan-  tt#  tiua-h  html  an  ai                                 hftä 

tquaüy  produktiv** 

Tbis  point  w*3  sliall  endeavor  to  make  plaiu  by  an  illtifr 
trat.itm.*     A  eolony  of  thirtecn  families                    Qg  tha 
ihore,  where  all  feke  land  b  uuelaimcd,  and  Immigrant 
ouly  to  choose  where  and  how  much  they  will  oeenpy. 
wiU  suppoflfl  the  land  all  equalh 
cessiblo.     In  point  of  factj  there  shall  Im  no  natural 
eaoe  between  one  lot  of  oue  hundred  and  sixty  acros  (wliat 
each  iumily  drsiros)  and  auother ;  absolutcly  uo choioe  uns- 
ing  from  any  thing  apportaining  to  the  land,     Thev  «cord« 
ingly  luv  mit  thirteen  lots  half  a  raile  Square.     Thifl  allot* 
iiicnt  and  locatiou  upon  the  shore  we  represent  as  follows :  — 

i 

1 

3 

4 

6 

6 
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n 

u 

* 

In  this  arrangement,  it  will  be  Seen,  the  Ioth 
on  Uu  K'ft  aro  aumbered  1  to  18.    No.  7  is,  of  counw, 
tlie  middle  Int, 

Now,  all  beisg  Bqnally  eligible,  tlie  land  equally  aeo 
ble  und  gQpd,  and  thero  heilig  as  raany  lots  as  scltler»,  and 
each  m^s  lurge  as  any  oue  desires,  will  there  ho  any 
to  fhsmf      Vcs  :    because  all  will   prefer  Ni 
pereeive  that  it  is  must  dcsirable,  iuasmuch  a»  tt  i*  cen- 
tral;    and,  if  public  huildiugs  are  ©rectal  ! 
modation  of  all  (schoolhouso,  churoh,  &C-),  tliey  mttat  1» 

*  Thi*  Illustration  wn*  given  by  ibe  aythor  in  tlie"M                  Ugfr 
aine/'  in  IS60,  vol.  tUL  p.  HOti. 
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placed  on  that  lot.  If  a  landing-place  is  made,  or  a  wäre- 
house  put  up,  for  the  commerce  of  the  settlement,  it  must 
be  on  No*.  7 ;  for  the  obvious  reason  that  it  is  the  point  at 
which  the  whole  population  can  most  readily  assemble,  and 
it  thus  forms  the  natural  centre  of  business. 

All  this  is  so  apparcnt,  that  each  man  prefers  No.  7; 
but  only  one  can  have  it.  What  follows  ?  It  must  be 
sold  to  the  man  who  will  give  the  most  for  it.  Some  one 
will  give  one  hundred  busheis  of  wheat,  or  its  equivalent, — 
six  bushcls  reut  per  annum.  All  this  does  actually  happen 
in  every  case  of  new  settlement ;  not,  indeed,  in  a  manner 
always  so  distinct  and  striking  as  in  the  case  we  have  sup- 
posed,  but  in  principle  as  certain  and  absolute. 

If  this  is  so,  we  have  established  the  fact,  that,  though  all 
land  were  equally  fertile,  and  there  were  enough  for  all,  and 
all  equally  desirable  in  every  other  particular,  yet  that  rent 
would  arise  from  the  social  wants  of  man,  which  make  mere 
hcation  a  circumstance  affecting  its  value,  and  create  a 
rental  independent  of  all  other  considerations. 

THE  SECOND  ELEMENT  OF  RENT. 

Difference  of  Fertility.  —  We  will  suppose  four  difierent 
tiers  of  land,  of  unequal  fertility.  The  first  will  yield  forty 
busheis  of  com  ;  the  second,  with  the  same  labor,  thirty ; 
tlie  third,  twenty ;  the  fourth,  teil. 

Now,  while  there  was  enough  land  of  the  first  to  produce 
all  the  com  wanted,  nobody  would  give  any  rent  for  the  first 
tier  on  account  of  its  fertility ;  but  when,  by  the  increase  of 
population,  it  became  necessary  to  cultivate  No.  2,  which 
would  only  yield  thirty,  No.  1  would  command  a  rental  of 
ten  busheis,  because  a  man  might  as  well  give  ten  busheis 
rent  for  No.  1  as  to  cultivate  No.  2  without  rent. 

When,  again,  necessity  compelled  the  cultivation  of  No. 
3,  No.  2  would  pay  a  rent  of  ten  busheis,  and  No.  1  of 
twenty  busheis.     And  further,  when  tier  No.  4  must  be 
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the  same  amount,  applied  to  No.  2,  will  give  seven  dollars ; 
or  to  No.  3,  will  give  six  dollars,  <fcc.  ^ 

This  will  cause  a  Variation  in  the  relative  rentals  of  the 
different  qualities  or  tiers  of  land  we  have  supposed. 

Improvements,  more  or  less  permanent,  are  investments 
of  capital  in  real  estate,  changing  the  income  from  the  form 
of  interest  to  that  of  rent.  They  are  made  to  an  immense 
extent  in  the  older  countries  of  Europe.  Their  profitable- 
ness  depends,  like  that  of  all  other  investments,  upon  the 
wisdom  with  which  they  are  made :  but  men  are  more  dis- 
posed  to  invest  capital  in  real  estate,  other  things  equal, 
than  in  any  thing  eise,  for  the  reasons  that  it  has  the  great- 
est  security ;  that  it  gives  a  certain  degree  of  social  impor- 
tance  to  the  holders  in  all  countries,  and,  in  some,  confers 
political  rights  and  Privileges. 

LAND  APPENDAGES. 

We  have,  thus  far,  noticed  only  the  rent  of  land,  without 
reference  to  what  may  be  placed  upon  it  for  other  purposes 
than  direct  production. 

We  now  come  to  speak  of  real  estate,  consisting  of  dwell- 
ings,  stores,  warehouses,  and  the  like. 

When  buildings  are  placed  upon  farms,  they  form  a  part 
of  the  preparations  which  are  indispensable  to  agriculture ; 
and,  if  erected  with  sui table  reference  to  economy,  will  add 
to  the  value  of  land  as  much  as  shall  be  equal  to  their  fair 
annual  rent.  Farming  cannot  be  carried  on  without  build- 
ings ;  therefore,  so  far  as  buildings  are  absolutely  neces- 
sary,  they  will  command  a  rent  as  certainly  as  the  land 
itself.  This  must  be  true ;  and  yet  all  know  that  "  improve- 
ments," as  they  are  called,  in  the  shape  of  buildings,  seldom 
increase  the  value  of  farms  in  proportion  to  their  cost.  For 
example,  if  the  land  alone  is  worth  three  thousand  dollars, 
and  buildings  are  put  up  costing  two  thousand  dollars, 
the  whole  will  not,  ordinarily,  seil  for  five  thousand  dol- 
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lars.  Facta  of  this  sort  are  obserred  everrwhere.  Ftfmg 
may,  as  a  general  rule,  be  bought,  especially  in  all  the  older 
State«,  at  much  less  than  their  cost,  after  making  au  due 
allowancea  for  depreciation  of  buildings,  Ac.  We  obeenre, 
first,  that  buildings  are  not  generally  put  upon  farms  for  the 
piirpose  of  selling  or  letting  them.  They  are  almost  inva- 
riably  erected  by  the  owners  of  the  land,  in  order  to  create 
for  themaelve»  a  home.  To  make  that  home  pleasant  and 
desirable,  a  dwelling  is  erected  according  to  the  tastes  of 
the  owner  and  his  family,  rather  than  the  direct  profit  of  the 
farm.  There  is  a  natural  and  becoming  competition  among 
agriculturists  to  have  pleasant,  and,  as  far  as  may  be,  elegant 
residences.  Hcnce,  they  build  upon  a  more  expensive  scale 
than  the  business  of  agriculture  will  fully  justify ;  and  though 
they  may  be  able  to  keep  on,  and  even  thrive,  with  their 
establishments,  these  are,  nevertheless,  a  heavy  charge  upon 
their  industry.  Whenever,  therefore,  such  farming  proper- 
ties  niust  be  sold,  the  purchaser  will  rarely,  if  ever,  give 
more  than  a  fraction  of  the  original  cost  of  the  buildings. 
If,  as  iß  gencrally  the  case,  he  must  make  the  money  off  his 
land  to  pay  for  the  estate,  he  cannot  afford  the  cost  of  build- 
ings erected  to  gratiiy  the  taste  of  somebody  eise.  He  gets 
the  extra  improvements  gratis,  really  paying  only  for  the 
useful  and  neecssary. 

And,  in  the  competition  of  cultivation  in  a  Community 
like  the  United  States,  it  is  to  be  remembered  that  its  agri- 
culture iB  a  unit ;  that  the  produets  of  the  accessible  and 
fertile  prairies  of  the  West  are  brought  into  the  same  mar- 
kets  as  those  of  the  hard  and  sterile  hüls  of  New  England. 
And  it  is  also  to  be  taken  into  aecount,  that  a  farm  in  Illi- 
nois, for  cxamplo,  with  a  produetive  power  of  five  thousand 
busheis  of  com,  will  probably  not  have  upon  it  buildings 
worth  more  than  one  thousand  dollars  ;  while  on  many 
Eastorn  farms,  of  a  produetive  power  of  but  twa  thousand 
busheis,  the  buildings  may  have  cost  three  thousand  dollars.  • 
Now,  as  these  farms  are,  in  fact,  competing  in  the  same  gen- 
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eral  markets,  it  is  clear  that  the  extra  expenditures  upon 
Eastern  farms  can  pay  but  little,  if  any,  rental,  though  they . 
may  be  very  pleasant  to  the  occupant. 

It  is  ou  the  same  principle  that  the  amount  expended  in 
Clearings,  building  walls  around  farms,  and  the  like,  do  not, 
in  the  aggregate,  return  much  ront  or  income,  compared 
with  their  cost.  They  become,  in  the  progress  of  years,  to 
a  considerablo  extent,  like  the  gifts  of  nature,  gratuitous. 
This  is  true  of  all  countries,  at  all  times. 

In  cities,  where  the  value  of  real  estate  consiste  princi- 
pally  of  buildings,  and  improvements  made  upon  the  land, 
we  find  that  the  land  itself  feels  the  Operation  of  the  first 
cause  of  rent  or  value,  viz.  location,  far  more  intensely 
than  anywhere  eise.  An  acro  of  land,  once  of  the  value  of 
fifty  dollars  for  agriculture,  becomes  worth  five  hundred 
thousand  dollars  for  city  purposes.  Such,  and  even  more 
extraordinary,  instances  may  be  found,  showing  to  what  ex- 
tent the  principle  of  location  may  be  carried.  The  estimated 
wealth  of  cities  consists,  to  a  considerable  extent,  of  the 
appreciation  in  the  value  of  land  which  the  increasing  den- 
sity of  population  and  the  concentration  of  business  enter- 
prise  has  occasioned. 

Investments  in  commercial  cities  depend,  of  course,  for 
success,  upon  commercial  prosperity.  Changes  likewise 
take  place  in  the  business  centres  of  every  great  city. 
There  is  much  of  mere  whim  and  fashion  in  this ;  but, 
whether  the  commerce  and  trade  of  the  city  moves  "up 
town  "  or  "  down  town,"  rents  move  with  it. 

City  property,  in  all  thrifty  communities,  is  sure,  on  the 
whole,  to  tfdvance  in  value  with  the  lapse  of  time ;  and  hence 
it  is  always  a  favorite  investment.  Yet  so  great  is  the  com- 
petition,  so  large  the  amount  of  capital  in  cities,  that  the  net 
average  rental  is  probably  not  greater  than  the  ordinary  rate 
of  intercst.  Rents  are  based  on  permanent  property  that 
requires  much  care ;  interest,  upon  securities  that  may  prove 
worthless,  but  which  demand  but  little  attention. 
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The  ntaence  of  all  restrulinns  upon   ttl€  OH 
transferof  landed  proper ty  aud  real  eatatö»  of  all 
mortnmi»  holdingB,  makes  the  question  o 
practica!  hnportance*     Where  owningis  tlio  ml 
the  exception,  as  is  the  easc  with  u- 
m'Iv.'s  :   ur.  ni  Dtber  ffords,  are  goveroed  uitm-h  b; 
Operation  of  the  laws  of  value.     They  advanee  or  recaie 
wi  tU  trade  and  population. 


OHAPTER  VII 1. 

WAGES,  RENT,  IKTEREST»  AND  PROFITS*  A8  RELATIYELY  AFFBCT* 
ED    BY    CURRENCY    INFLATION, 

It  is  an  important  fact}  not  to  be  overlooked  in  i 
imtiun   tif  inrunn-s  drriwtfl   from  wngi's,  reut,  intens 
prnfiis,  that  all  of  these  are  not  only  graatly  arTueted  hrtfas 
OonditioH  and  character  of  the  existing  currency,  hat  also  in 
v(*ry  undqua]  degreoe,     Wo  have  already  spoken 
fiixeace  of  im  inflated  currency  upon  wage»  and  int 
wi-  are  now  to  show  itö  unequal  Operation  lipon 
different  kinds  nf  ivveuue, 

The  cnormmia  Inflation  of  currency  du  ring  the  n 
has  given  a  most  favorable,  hecanae  a  moflt  striking,  iltiutr* 
tration  of  the  degree  in  which  diflerent  interesta  mar  ha 
affeetad  by  inj  Inflation. 

Takej  tor  axample,  the  years  186*4  and   1865,    Wag« 
were,  on  an  average,  fifty  per  cent  above  their  usu&l  rate. 
Where   a    skilfnl   wink  mar)    had    previoualy    obfl 
dollars  a  day,  he  now  got  three  :  where  the  commi 
got  QUA  dollar,  he  now  got  one  dollar  and  a  half.    Fmm 
extensive  Inquiry  and  personal  Observation,  w 
that  the  rise  of  wages,  take  the  country  through,  was 
to  fifiy  per  i.T.m  ;  such  we  have  found  the  unifi 
of  einployera. 
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Rente,  during  the  civil  war,  except  in  some  large  cities, 
advanced  but  little,  on  an  average,  throughout  the  country: 
it  is  much  to  be  doubted  if  they  advanced  more  than  ten, 
certainly  not  more  than  twenty,  per  cent. 

The  rate  of  interest  advanced  generally  from  6  per  cent 
to  7.30  ;  but  this  was  mainly  from  the  action  of  the  govern- 
ment,  which  negotiated  large  loans  at  that  rate,  and  con- 
sequently  fixed  that  as  a  general  Standard.  Yet,  of  the 
immense  amount  loaned  on  mortgage,  it  is  doubtful  if  a 
tenth  part  of  it  has  been  raised  beyond  what  it  was  pre- 
vious  to  the  war.  But  we  may  safely  assume  that  the  rise 
of  interest  has  been  from  6  to  7.30  per  cent,  or  about  twenty 
per  cent,, 

Profits  may  be  safely  estimated,  during  1865,  at  a  hun- 
dred per  cent  higher  than  ordinary ;  that  is,  where  they 
were  ten  per  cent  on  the  business  transacted,  they  were  in- 
creased  to  twenty  per  cent.  This  we  suppose  a  very  low 
estimate.    To  recapitulate  :  — 

Interest  and  rent,  the  remuneration  of  the  capitalist, 

advanced 20  per  cent. 

"Wages,  the  remuneration  of  the  laborer,  advanced  .       50  per  cent. 

Profits,  the  remuneration  of  the  business  man,  ad- 
vanced      100  per  cent. 

What  is  the  result  of  this  ?  Who  wins,  in  consequence  of 
this  rise  of  wages,  interest,  rents,  and  profits,  occasioned  by 
the  inflation  of  the  currency  ?  Prices  rise,  as  we  have  seen, 
to  an  unprecedented  height ;  say,  one  hundred  and  twenty 
per  cent.    Then  we  will  suppose  that — 

A,  the  capitalist,  has  an  income  from  interest  and  rent  .  $4,000 
Gaina  twenty  per  cent  by  rise  of  rate 800 

Whole  income  in  currency $4,800 

If  he  expends  this  amount  in  general  commodities,  at  the 
advanced  prices  we  have  stated  (one  hundred  and  twenty 
per  cent),  he  can  only  purchase  with  his  $4,800  the  same 
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commodities  he  could  have  obtained  before  the  general  rise 
for  «2,181.81. 

From  original  income $4,000.00 

Deduct 2,181.81 

Loss  by  change  of  prices $1,818.19 

equal  to  a  loss  of  45.4  per  cent,  notwithstanding  the  nomi- 
nal rise  of  twenty  per  cent  in  his  income. 

And  now  as  to  the  laborer.  His  wages  were  three  hun- 
dred dollars :  they  are  now  four  hundred  and  fifty  dollars. 
This  last  sum  is  laid  out  in  commodities,  and  brings  him 
$204.54  worth,  as  reckoned  at  the  prices  before  the  rise. 
So,  from  $300  deduct  $204.54,  and  his  loss  (in  commodities) 
is  found  to  be  $95.46,  or  nearly  one-third  (31.82  per  cent) 
of  his  sound-currency  wages,  or  what  they  were  before  the 
expansion. 

But  how  with  regard  to  the  third  party,  Ventrepreneur, — 
the  merchant,  manufacturer,  <fec.  His  income,  at  first,  was 
$10,000 :  it  is  now  $20,000.  If  laid  out  in  commodities, 
the  $20,000  would  purchase,  at  the  advanced  prices,  but 
$9,090.90  worth  ;  which  sum  deducted  from  $10,000,  his 
original  profits,  will  give  a  loss  of  $919.10. 

It  is  not  to  be  presumed,  however,  that  the  whole  of  the 
income  of  the  business  man  is  expended  in  commodities, 
but  a  large  sharo  added  to  the  capital.  Suppose,  before  the 
rise  of  profits  and  prices,  Ins  expenses  were  five  thousand 
dollars,  and  he  purchases  the  same  commodities  now.  He 
will  tlien  expend  eleven  thousand  dollars,  leaving  him  nine 
thousand  dollars  to  add  to  his  capital ;  while,  before  the 
general  rise,  he  added  only  five  thousand  dollars.  So  that 
he  is  making  a  net  gain  of  eighty  per  cent  lipon  his  income. 

Recapitulation,  on  the  foregoing  suppositions :  — 

The  capitalist  makes  a  loss  of 45.4  per  cent. 

The  laborer  makes  a  loss  of 31.8  per  cent. 

The  business  man  makes  a  gain  of 80     per  cent. 
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Or,  to  state  the  result  in  another  form :  — 

The  capitalist  gets  but  54.4  on  the  dollar  of  his  just  due. 

The  laborer  gets  but  68.2  on  the  dollar  of  his  wages. 

The  business  man  gets  180  cents  where  before  he  got  $1.00. 

This  statement,  which  we  think  will  be  found  correct  in 
principle,  and  approximately  so  in  the  application  we  have 
given  it,  shows  the  position  of  each  party  in  reference  to  the 
change  in  the  Standard  of  value  occasioned  by  the  war  ex- 
pansion  of  the  currency.  The  two  first  classes  lose,  —  the 
capitalist  most  heavily,  but  the  laborer,  perhaps,  most  dis- 
treBsingly ;  because,  as  a  general  fact,  the  latter  must  ex- 
pend  all  his  income,  and,  under  such  circumstances,  can 
get  only  about  two-thirds  of  the  commodities  to  eat,  drink, 
and  wear  which  he  could  obtain  with  his  wages  under  a 
sound  currency.  But  one  of  the  classes  mentioned  is  get- 
ting  rieh  ;  viz.,  that  engaged  in  trade,  manufactures,  and 
general  business.  Nor  will  this  class,  perhaps,  in  the  end, 
be  so  greatly  benefited  as  might  be  at  first  supposed ;  for 
it  must  sustain  the  entire  loss  which  will  take  place  upon 
all  the  merchandise  of  the  country,  as  the  currency  comes 
down  to  a  specie  Standard.  One  class  we  have  omitted ; 
viz.,  speculators.  To  them,  an  expansion  like  that  we  have 
experienced  affords  a  golden  and  most  plentiful  harvest ;  and 
they  are  not  slow  to  enter  the  field  of  labor  and  fruition. 
To  them  an  expansion  is  always  a  good ;  for  it  necessarily 
causes  a  rise  of  prices,  and  of  course  an  opportunity  for 
speculative  Operations.  Expansion  warms  them  into  life 
and  activity :  contraction,  to  a  sound  Standard  of  value,  sus- 
pends  their  animation. 

Upon  certain  facts,  in  regard  to  this  matter,  all  will  doubt- 
less  be  agreed :  — 

(a)  That  those  who  live  on  fixed  incomes  from  rent,  ln- 
terest,  or  salary,  were  never  so  straitened  as  during  the 
war  inflation. 
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(6)  That  laborers  got  less  eommodities  for  their  Services 
than  before  the  expansion. 

(c)  That  morchauts,  manufacturers,  aiid  business  men 
generally,  made  extraordinary  profits. 

(df)  That  speculators  flourished  beyond  all  precedent. 

But  tho  importance  of  all  these  facts  and  considerations 
consists  in  this,  —  that  all  we  find  to  be  true,  theoretically 
and  practically,  during  the  great  expansion  occasioned  by 
the  war,  has  always  been  true,  in  degree,  during  every  expan- 
sion of  the  currency,  though  never  before  so  palpable,  be- 
cause  never  before  so  excessive.  There  is  nothing  new  in 
these  phenomena :  they  are  only  nxore  strikingly  exhibited. 
The  same  effects  have  attended  all  previous  expansions  :  die 
same  process  has  always  been  going  on,  always  must  go  on, 
under  a  currency  capable  of  unnatural  inflation. 


CHAPTER  IX. 

TAXATION.  —  PBINCIPLES  OP  TAXATION. 

Since  government,  or  social  Organization,  is  among  the  wants 
of  man,  as  truly  as  food  or  clothing,  we  must  recognize 
it  in  the  science  of  political  economy,  and  provide  for  it. 
Government  implies  functionaries  and  expenditures.  How 
shall  these  be  maintained  ?  Evidently  by  the  contributions 
of  all,  for  all  are  interested  in  its  existence. 

It  may,  therefore,  rightfully  claim  a  share  of  all  that  labor 
and  capital  have  created. 

The  aggregate  of  all  sums  collected  by  government  is 
called  its  Revenue  ;  the  System  by  which  it  is  collected 
is  called  Taxation. 

Although  the  Single  object  of  taxation  is  to  obtain  a  given 
amount  of  wealth  (generally  in  the  form  of  money),  yet  the 
modes  by  which  that  object  may  be  sccured  are  various. 
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In  ancient  times,  taxation  was  often  imposed  by  the  arbi- 
trary  fiat  of  the  ruler,  with  little  or  no  reference  to  equity, 
or  its  efFect  on  the  prosperity  and  happiness  of  the  people ; 
but,  in  modern  civilization,  it  has  come  to  be  regarded  as 
altogether  the  most  difficult  and  delicate  task  government  is 
called  upon  to  perform. 

The  question  of  taxation,  in  its  various  bearings,  is  now 
made  the  subject  of  examination  and  discussion  in  all 
legislative  bodies ;  and  taxes  are  imposed,  in  all  constitu- 
tional  governments,  not  at  the  caprice  of  the  ruler,  but  by 
the  repräsentatives  of  the  people. 

Until  within  a  few  years,  the  people  of  the  United  States 
have  been  so  fortunately  exempt  from  heavy  taxation,  that 
it  has  been  feit  to  be  a  matter  of  small  consequence  what 
the  expenditures  of  the  government  amounted  to,  and  still 
less  whether  they  were  wise  and  necessary.  That  day  has 
gone  by,  probably  not  soon  to  return. 

If,  then,  the  property  of  the  Citizen  must  be  taken  to  meet 
vthe  exigencies  of  government,  it  becomes  highly  important 
that  those  from  whom  it  is  taken  should  feel  that  it  is  equi- 
tably  done.  Nothing  in  relation  to  all  the  acts  of  govern- 
ment is  more  to  be  desired  than  that  its  mode  of  raising  a 
revenue  should  be  so  wisely  and  economically  arranged,  so 
manifestly  just  and  equal,  and  so  well  understood  by  all, 
that  no  Opposition  to  its  demands  shall  arise  from  a  sense 
of  oppression. 

Desirable  as  this  would  be  under  any  form  of  govern- 
ment, it  is  manifestly  quite  indispensable  in  a  country  where 
there  is  no  force  superior  to  the  public  will,  and  where  it  is 
certain  no  taxes  can  be  collected  but  such  as  are  believed  to 
be  both  necessary  and  just. 

In  the  distribution  of  wealth,  as  has  been  before  stated, 
government  makes  a  peremptory  claim  to  so  much  as  its 
necessities,  real  or  supposed,  may  require. 

This  claim  is  not  only  peremptory,  but  prior  to  every 
other  claim.    The  laborer  must  contribute  a  part  of  hia 
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wages ;  the  busiuese  man,  of  his  profits  ;  and  the  capi talist, 
of  liiö  intrrest,  or  renk 

Brecy  man  kmnvs,  or  should  know,  that  when  he  ereatos 
any  kmd  of  wealth,  a  share  of  it  belongs  to  governnient. 
He,  in  fact,  creates  a  fund  out  of  which  £Qvernment  is  to  hc 
suppurLed.  For  example,  should  a  mau  pre-enipt  a  section 
of  land  on  the  wcstern  prairies,  and  by  bis  labor  mako  it  of 
the  value  of  teil  thousand  dollars,  goTernment  haa  a  ließ 
lipon  it  equal  to  all  the  taxation  it  may  choose  to  impose. 
The  v&hsa  <>!'  üiv  farm  is  just  so  much  less  than  it  would 
othcrwiso  be,  by  the  burdens  which  it  is  known  the  govern- 
meut  will  lay  upon  it*  For  exaniple,  if  the  owwer  could  seil 
it,  free  of  all  taxation»  inatead  of  ten.  thousand  dollars,  he 
could  get,  say,  eleven  thousand  dollars  for  it.  If  we  sup- 
poae  that  the  annual  tax  iniposed  on  the  farm  will  be  equal 
to  the  inconie  on  one  thousand  dollars,  then  the  farm  ig 
worth  one  thousand  dallars  leas  011  this  account. 

It  the  sclIcr  buys  another  farm,  or  any  other  property, 
with  bis  teil  thousand  dollars,  he  gets  it  at  just  the  satne 
reduction  as  he  sold  hia  owii  farm ;  and,  for  the  sanie  rea- 
8on?  all  property,  whether  personal  or  real,  whether  land  or 
merchaudise,  is  exchanged  under  these  conditions ;  and 
therefore  all  parties  creating  wealth  are  placed  on  a 
level. 

Tho  paramouiit  question,  in  regard  to  taxation,  is,  On 
what  priiLciples  shall  it  be  founded  ?  Adam  Smith,  in  hia 
"  Wealth  of  Kations/'  written  almost  a  Century  agOj  laid 
down  four  maxims,  or  principles,  which  have  beeu  so  gen- 
erally  coneurred  in  from  that  day  to  this,  that*  as  J.  Stuart 
Mjll  says,  K  they  have  become  classic/' 

L  '"The  subjects  of  every  State  ought  to  coDtribnte  tu  the  Sup- 
port of  the  govemment,  as  nearly  as  possible,  in  proportion  to  ih>  ii 
respective  abilitieg  ;  that  isT  in  proportion  to  the  revenne  they  enjc 
ander  the  protection  of  the  State.  In  the  Observation  or  negle 
of  this  inaxim  consists  what  is  called  the  equality  or  üjequality  of 
taxation." 
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In  examining  this  proposition,  our  first  inquüy  is,  What 
is  meant  by  "  subjects  "  ?  We  answer,  Every  inhabitant, 
old  or  young,  male  or  female.  Women  ?  Certainly :  if 
they  have  a  revenue  or  income,  they  are  as  justly  bouud  to 
contribute  to  the  government  as  men,  and  in  the  same  pro- 
portion.  Many  women  have  large  wealth :  why  should  it 
go  untaxed?  Children?  There  are  some  such  who  are 
millionaires :  why  should  they  be  exempt? 

Idiots,  lunatics,  cripples  ?  Yes,  if  they  have  "  revenues." 
Many  such  persons  have  large  estates,  which  should  contrib- 
ute to  the  public  treasury. 

It  is  not  the  ability  to  hear  or  see  or  walk  that  is  taxed, 
but  the  income,  or  "  revenue." 

We  next  notice  the  condition  mentioned,  "  as  nearly  as 
possible." 

This  implies  that  it  may  not  be  practicable  to  secure  per- 
fect  equality ;  indeed,  we  know  it  is  not,  but  such  should 
be  the  ahn  of  government. 

IL  "  The  tax  which  each  individual  is  bound  to  pay  ought  to  be 
certain,  and  not  arbitrary.  The  time  of  payment,  the  manner  of 
payment,  the  quantity  to  be  paid,  ought  to  be  clear  and  piain  to  the 
contributor,  and  every  other  person." 

(a)  "  Certain,  and  not  arbitrary."  By  this,  Dr.  Smith 
evidently  meant  that  the  taxes  should  be  assessed  by  com- 
petent  authority,  and  upon  fixed  and  well-known  principles. 
In  many  countries,  taxes  have  been,  and  in  some  are  still, 
farmed  out  in  gross  to  a  publican,  or  tax-gatherer,  who, 
under  the  authority  of  government,  imposes  such  sums  as 
he  pleases  to  exact. 

(6)  The  time  of  payment  should  be  "  clear  and  piain." 
The  Citizen  should  know  when  he  pays ;  be  conscious  of  the 
fact  that  he  is  paying  the  government  a  certain  sum  at  the 
time  he  actually  does  it.  Otherwise,  he  will  be  liable  to 
great  impositions,  in  one  form  or  another. 

(c)  "  The  manner  and  the  quantity  piain."     This  for 
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the  aame  rea&ons  aa  just  stated.  He  ceriainly  ought  to 
know  h*>w  hc  pays,  and  Aw  wie 

(J)  nhould  be  known  M  to  the  contributor*  and  e?erybody 
dse."     In  the  method  of  taxation,  the  j»eopie  are  Joint  part- 

n :  what  one  does  not  pay,  anuther  muaL  lf  A  pars  lese 
thau  hfl  should.,  B  and  C  inust  pay  moro ;  bence  the  rigbt 
of  cvery  man  to  know,  not  only  what  he  pays?  but  what  bis 
Bfttgbbor  do6&  OtherwisCj  how  caii  he  judge  whether  he  is 
overtaxud  or  not  ? 

It  is  011  this  account  that  the  publication  of  tax-lists  is  a 
duty  OD  the  part  of  the  taxing  power,     Then,  if  any  prop- 

>  is  umittt*«]  bjf  accident  or  design,  it  will  probably  be 
foundout;  für,  belog  a  copartner,  eacb  man  is  interested 
iu  the  taxea  of  every  other,  and  has  a  rigbt  to  know  what 
they  are,  and  will  or  ought  to  givo  notice  of  any  Omission 
or  incorrect  valuatiou. 

HL  "  Every  tax  sbould  be  levied  at  the  time,  or  in  the  manner, 

which  b  inost  likely  to  be  convement  to  the  contributor  to  pay  iL*1 

As,  for  example,  whcn  the  harrest  has  been  secured,  and 
ig  ra&dy  für  ta&rkatj  when  the  fisherman  returns  with  his 
"fare,"  &c.  This,  though  not  a  yery  important  coüsidera- 
eration,  will  readily  be  admitted  as  proper* 

IV*  4t  Every  tax  ought  to  be  so  contrived  as  to  take  out  and 
keep  out  of  the  poakdtf  of  the  people  as  Üttle  as  possihle,  over  and 
abovv  vvhnt  it  brisga  into  the  treasury  of  the  State/1 

Aithougfa  ilic  soundneas  of  this  principle  would  soem  in- 
disptttabte,  and  wüj  doubtieea  be  theoretically  admitted  by 
all,  yrt  Dr.  Smith  prnceeda  to  enumcrate  scveral  modes 
in  which  the  oppoaite  reault  may  be  brought  about« 

/7rW,   By  Irvying  the  tax  in  such  a  mautier  that  a  great 
ui;my  ofticers  will  be  required  for  its  colleetioii,  who  will 
cuiishtim'  b  great  part  of  the  produce  of  the  tax.     Tina  will 
dopend  in  great  nieasure  ou  the  machiuery  cmployed  in  c 
lecting  titc  public  iinpostö. 
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Secondy  By  diverting  a  portion  of  the  labor  of  a  Commu- 
nity from  a  more  to  a  less  profitable  employment.  Por 
example,  so  heavy  a  tax  might  be  laid  on  carriages  as  to 
reduce  their  use  or  consumption  to  such  an  extent  that  the 
manufacturer  might  be  compelled  to  go  into  some  other  busi- 
ness  less  productive.  This  has  often  been  done  by  unwise 
legislation. 

Thirdj  By  attaching  such  heavy  duties  as  to  occasion 
smuggling,  and  thus  create  a  multitude  of  officers  to  guard 
the  revenue. 

This  result  has  often  been  brought  about  in  European 
couritries,  and  is  now  beginning  to.be  seriously  feit  in 
the  United  States,  undcr  the  heavy  duties  at  present  im- 
posed. 

Fourih,  By  subjecting  the  people  to  frequent  and  inquisi- 
torial  Visits,  and  interruptions  in  the  pursuit  of  business  and 
in  their  domestic  affairs,  thus  causing  annoyance  and  dissat- 
isfaction. 

We  now  add  still  another  principle,  which,  though  not 
among  those  laid  down  by  Dr.  Smith,  has  been  adopted 
in  every  country  having  any  considerable  taxation :  — 

V.  The  heaviest  taxes  should  be  imposed  on  those  commodities, 
the  consumption  of  which  is  especially  prejudicial  to  the  interests 
of  the  people. 

Having  stated  the  maxims  or  principles  which  should 
govern  the  imposition  of  taxes,  we  now  come  to  consider 
the  different  forms  of  taxation  which  have  been  adopted, 
and,  to  a  great  extent,  are  still  in  use,  by  the  different  gov- 
ernments  of  the  world,  in  order  to  ascertain  in  how  far  they 
conform  to  principles  universally  admitted  as  correct. 

FORMS  OF  AMERICAN  TAXATION. 

Preliminary  to  an  examination  of  the  different  modes  of 
taxation,  it  may  be  proper  to  say,  that  there  are,  in  the 
United  States,  two  general  Systems ;  viz.,  by  national  and 
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by  State  authority.  The  national  government  imposes  taxes 
in  every  form,  direct  and  indirect,  except  upon  the  poll. 
The  State  governments  gcnerally  rely  upon  direct  taxation ; 
and  the  poll-tax  is  one  of  the  forms  adopted. 

Under  State  authority,  counties,  cities,  towns,  and  school- 
districts  impose  taxes ;  so,  also,  parishes  and  religious  cor- 
porations :  but  the  latter,  gencrally,  only  on  voluntary  mem- 
bership. 

Taxes  may  first  be  divided  into  two  kinds,  —  direct  and 
indirect.  A  direct  tax  is  demandcd  of  the  person  who  it  is 
intended  shall  pay  it.  Indirect  taxes  are  demanded  from 
one  person,  in  the  expectation  that  he  will  indemnify  Irin*« 
seif  at  the  expense  of  others.     Such  are  customs  and  excise. 

In  onr  further  examination  of  the  subject,  we  shall  refer 

to  the  national  taxation  of  the  United  States,  and  the  State 

taxation  of  Massachusetts ;  selecting  the  latter  State  only  for 

being  the  most  convenient,  and  as  representing  that  of  the 

■  ^individual  States  generally  with  considerable  exactness. 


CHAPTER  X. 

NATIONAL  TAXATION.  —  I.   CUSTOMS. 

These  are  taxes  upon  iraportations,  and  collected  through  tho 
custom-houses.  Government  establishes  a  tariff ;  that  is,  a 
list  of  duties  upon  such  articles  as  it  deems  best :  these  are 
paid  by  the  importer  before  he  can  gain  possession  of  his 
goods. 

Duties  are  generally  of  two  kinds,  —  specific  and  ad~valo- 
rem.  Specific  duties  are  imposed  by  the  pound,  yard,  gallon, 
&c.  Ad~valorem  duties,  as  the  term  imports,  are  charged 
upon  the  value  of  the  goods,  as  twenty  per  cent  upon  an  in- 
voice  of  silks,  hardware,  sugar,  <fcc. 

In  some  of  the  American  tariffs,  the  specific  principle  has 
predominated ;  in  others,  the  adrvalorem.     There  has  always 
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been  a  struggle  when  the  tariff  was  to  be  changed ;  those 
favoring  specific  duties,  for  protection,  being  in  favor  of  spe* 
cific,  those  of  the  opposite  views  contending  for  ad-valorem 
duties. 

There  are  difficulties  attending  both.  If  specific  duties 
are  laid,  they  operate  with  great  inequality.  Fo*  example, 
suppose  a  duty  of  twenty-five  cents  per  pound  upon  tea. 
This  would  be  equal  to  a  taxation  of  one  hundred  per  cent 
on  that  which  cost,  originally,  twenty-five  cents,  which  the 
poor  man  must  pay ;  while  the  rieh,  who  would  purchase 
tea  that  cost  seventy-five  cents,  would  pay  but  thirty-three 
per  cent,  or  one-third  as  much  per  cent  as  the  former. 

This  was  the  character,  to  a  large  extent,  of  British  taxar 
tion.  The  tax  on  tea  was,  for  a  long  time,  two  Shillings  and 
sixpenee  per  pound  (over  sixty  cents),  paid  alike  by  the 
hand-loom  weaver  and  the  wealthy  nobleman. 

When  laid  upon  cloth,  for  example,  a  specific  duty  fre- 
quently  operates  in  a  most  oppressive  manner.  By  the 
American  tariff  of  1828,  a  duty  of  so  many  cents  was  laid 
upon  the  Square  yard  of  coarse  woollens.  In  applying  tho 
principle,  it  was  found  that  negro  cloths,  as  they  were 
called,  paid  more  than  two  hundred  and  fifty  per  cent. 
This  gave  rise  to  great  dissatisfaction,  and  was  the  ostensi- 
ble cause  of  the  nullification  movement. 

In  regard  to  adrvalorem  duties,  the  practica!  difficulty  has 
been,  when  the  rates  were  very  high,  to  prevent  fraudulent 
invoiees.  For  example,  the  importer  must  present  his 
original  invoiee  at  the  custom-house,  and  make  oath  to  its 
correetness.  If  dishonest,  he  may,  by  connivance  with  the 
shipper,  furnish  false  papers,  showing  the  cost  to  be  much 
less  than  it  really  was. 

Precautionary  measures  have  been  adopted.  Appraisers 
have  been  appointed  to  determine  the  actual  value ;  but, 
with  all  possible  care  on  the  part  of  the  government,  there 
is  danger  of  deeeption,  and  consequent  loss  to  the  revenue, 
as  well  as  injustice  to  the  honest  importer. 


314 


DISTRIBUTION, 


[BOOK    IV. 


Of  all  modes  of  raising  a  revenue,  that  by  customs  is 
confessedly  the  most  erTcetive,  and  the  most  readily  aceoni- 
plished  ;  and  its  great  iinporlance,  as  one  of  the  chief  sources 
of  national  revenue,  deniands  that  we  give  it  a  careful  coa- 
sideration. 

The  first  principle  we  laid  down  was  "  that  all  should 
euntnbute,  as  nearly  as  possible,  in  proportion  to  their  re- 
spective  abilitiea." 

As  all  duties  are  laid  lipon  articles  of  general  consump- 
tion,  it  will  at  onee  be  seen  that  such  taxation  cannot  have 
an  equal  beoriug,  beeause  men  are  thua  tnxed  in  proportion 
to  wliat  they  eonsume,  not  in  proportion  to  their  wealth, 
The  poof  man,  with  a  large  family,  may  pay  moro  tls 
millionuaire.  A  ease  is  personally  known  to  us  of  one  of  the 
latter  class,  who  actually  paid  less  on  diitiable  articlea  ihau 
a  printer,  with  a  fimilj,  who  received  btit  fifteen  dollars  a 
week.  Men  are  taxed  in  this  way  aecordiug  to  the  nioiUhs 
they  have  to  feed,  and  the  bodies  thoy  have  to  clothe* 

In  the  second  place,  we  niqiiire?  Is  H  the  time  and  manner 
plain  to  the  peraoo  who  pays  ■ '  this  indirect  tax?  The 
fanner  who  purchases  a  carriage, —  is  he  aware  that  he  Ig 
paying  a  governinent  tax  by  so  doing  ?  If  $o>  does  he  know 
how  much  he  is  paying?  Does  he  nnderstaiid  that  all  the 
materiala,  except  the  wood,  have  paid  duties  to  govermii" 
that  the  linings,  triminings,  and  Ornaments,  the  p.iints  and 
vaniish,  and  the  tools  with  whieh  it  was  made,  have  all  boan 
taxed  i  and  that  he  is  to  pay  the  sum  total  of  the  whole  1 
Even  if  so,  can  he  or  any  one  eise  easily  cojnpute  the  amount 
of  taxation  whieh  enters  into  the  carriage  ?  So  of  all  com- 
rnmliiits  whieh  have  passed  through  the  custom-houBe  :  pea» 
ple  seldom  realize  wlien  or  how  imich  they  are  taxed,  Theu 
the  second  principle  we  have  laid  down  is  vinhited* 

But  we  ahall  not  have  a  füll  view  of  the  Operation  of  du- 
ties on  foreign  merchandise,  unless  we  take  into  considera- 
tion  the  fact.  that  they  raise  the  prioe  of  the  Imme  prodnet, 
it'  liiere  is  one,  to  an  equal  degree  with  the  foreign  artielo, 
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and,  in  that  way,  largely  increase  the  burdens  of  the  people, 
without  adding  to  the  public  revenue.  We  will  take  the 
article  of  sugar  as  an  illustration :  — 

In  1858,  there  was  imported  into  the  United  States 

to  the  amount  of $23,000,000 

There  was  raised  in  the  United  States,  same  year    .       25,000,000 

Total  original  cost  of  sugar  consumed  .     .     .     $48,000,000 

On  all  the  imported  sugar  a  duty  was  charged  of  twenty- 
four  per  cent ;  and,  of  course,  the  home  product  was  raised 
to  an  equal  extent ;  say,  tögether :  — 

$48,000,000,  at  twenty-four  per  cent $11,520,000 

Now,  as  all  this  sugar  must  pass  through  the  hands 
of  wholesale  and  retail  dealers,  if  we  allow  them, 
altogether,  only  twenty-five  per  cent,  we  have     .         2,880,000 

$14,400,000 
Of  this  last  sum,  the  treasury  gets  the 

amount  paid  as  duties $5,520,000 

Less  expense  of  collection,  ten  per  cent  552,000 

4,968,000 

Loss  to  the  con8umers  ........       $9,432,000 

Hence  it  appears,  that  the  government  gets  in  the  present 
case  but  about  thirty-five  per  cent  of  what  the  people  have 
paid.  We  have  estimated  that  the  merchant  charges  a  profit 
upon  what  he  pays  as  duties,  just  as  much  as  upon  any 
other  part  of  the  cost  of  his  commodities.  We  have  put  the 
profits  of  the  merchants  at  twenty-five  per  cent.  This,  we  are 
aware,  is  a  low  estimate ;  but  we  are  governed  by  the  con- 
sideration,  that  there  would  be  no  importer's  profit  on  the 
amount  produced  at  home,  and  also  that  sugar  is  a  "  lead- 
ing  article,"  in  the  language  of  trade,  upon  which  less  aggre- 
gate  profits  are  made. 

It  is  apparent,  from  this  illustration,  that  the  real  taxation 
of  a  people  will  depend  very  much  upon  the  proportion  of 
duties  which,  designedly  or  not,  are  positively  protective. 
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If,  in  the  case  presented,  instead  of  a  duty  upon  sugar,  the 
same  impost  had  been  laid  upon  tea  and  coffee,  which  arti- 
cles  were  free  in  1858,  and  of  which  together  we  imported 
in  1858  about  the  same  amount  as  of  sugar,  while  we  pro- 
duced  no  tea  and  coffee  ourselves,  the  case  would  stand  as 
follows :  — 

Tea  and  coffee  imported $23,000,000 

Duties,  twenty-four  per  cent $5,520,000 

Importers'  profits,  twenty-five  per  cent 828,000 

$6,848,000 
Jobbers'  profits,  ten  per  cent 634,800 

$6,982,800 
Retailers'  profits,  twenty  per  cent 1,396,500 

Total,  paid  by  the  people $8,379,800 

Of  this  amount,  the  government  received     $5,520,000 
Merchants'  profits,  paid  by  the  people  .       2,859,300 

$8,879,800 

The  saving  to  the  people  in  this  case  would  stand  thus :  — 

Paid  by  the  sugar  taxation,  as  shown  before  .     .     .     $14,400,000 
Paid  by  tax  on  tea  and  sugar 8,379,360 

Saved  to  the  people,  in  one  year $6,020,640 

Such  is  the  wide  difference  between  duties  imposed  for 
revenue  and  those  laid  for  the  advantage  of  home  produo- 
tions.  Some  cases  of  protection  would  exceed  this ;  others 
would  conie  far  short :  but  the  principle  is  shown  by  this 
illustration. 

CÜSTOMS  AN   EXPENSIVE  MODE   OP  TAXATION. 

But,  setting  aside  all  consideration  of  the  additional  bür- 
den of  taxation  occasioned  by  protection^  as  just  illustrated, 
we  find  this  System  is  entirely  at  variance  with  our  fourth 
maxün,  which  was  "  ihat  no  more  shoyld  be  iahen  or  kept 
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<mt  of  the  pockets  of  the  people  than  absolutely  necessary" 
This  will  be  seen  by  the  following  illustration :  — 

Supposing   the  custom-house  duties   collected   to 

amount,  as  in  1864,  in  round  numbers,  to  .  .  $100,000,000 
Expenses  of  collecting,  in  all 10.000,000 

Total  amount  received  by  the  treasury   .     .       $90,000,000 

We  estimate  the  expense  of  collecting  at  ten  per  cent ;  but 
Including  all  salaries  and  charges,  and  interest  upon  invest- 
ments  made  by  government,  the  expense  is,  doubtless,  some- 
what  greater ;  but,  to  prevent  dispute,  we  assurae  that  the 
net  amount  is  ninety  million  dollars.  To  get  this  sum,  how 
much  is  paid  by  the  people  ? 

We  will  suppose  that  the  importer's  profit  is  fifteen  per 
cent,  the  jobber's  ten,  and  the  retailer's  twenty  per  cent. 
The  matter  then  will  stand  thus: — 

Original  duties  paid $100,000,000 

Importers*  profits,  fifteen  per  cent 15,000,000 

$115,000,000 
Jobbers'  profits,  ten  per  cent 11,500,000 

$126,500,000 
Retailers'  profits,  twenty  per  cent 25,300,000 

Total,  paid  by  the  people $151,800,000 

Deduct  gross  amount  paid  into  the  treasury  .     .     .       100,000,000 

Taken  out  of  the  pockets  of  the  people,  and  not  paid 

in  the  public  treasury $51,800,000 

or  more  than  fifty  per  cent  extra  taxation. 

In  regard  to  the  general  correctness  of  these  estimates, 
no  well-informed  person,  can  have  any  doubt.  Hon.  George 
Opdyke,  a  distinguished  merchant,  late  Mayor  of  New  York, 
in  a  small  but  excellent  work  on  "  Political  Economy,"  pub- 
lished  in  1851  (page  200),  computes  the  importers'  profits 
at  fifteen,  the  Jobbers'  at  ten,  and  the  retailers'  at  twenty-five. 
He  had  the  best  of  means  for  knowing  the  amount  of  the 
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importcrs'  profits.     The  retailers1 

with  bim.     Wo  have  sup|  hiit  they  nnght  !>c  sumewiiaj 

too  high,  aad  have  therftfore  placed  l  :  oeut 

Thia,  considering  that  it  in  to  be  applied  to  all   retatl 

not  only  in  cittefl  aud  towns,  bul   in  thc  mo 

tricta  of  the  couatry,  is  undoubtedly  witbiu  uchjal  J 

As  long  ago  as  1849,  we  ooade  stich  investfgatxoui 

Bed  us  of  thc  correctneßg  of  tln'  ,  aad 

pnblishcd  tables  at  that  time,  illuatratiiig  the  pii 

down. 

In  retard  tu  customs  dutirs,  tben,  we  cannot  bu 
that,  white  they  aro  a  convenient   aud  prolific  boej 
ri  \omie,  they  aro  very  miequal  and  expansive,  aad  link'  in 
rdaneo  with  the  prineiples  of  justice  aud  E 

B0UNTIE8, 

At  thi ^  pointj  it  may  be  most  proper  to  »peak  of  Ü 
of '  bountiM.     If  a  homo  product  is  to  be  encourag 
eminent,  it  is  desirable  that  it  ßhouhl  W-  Jone  a? 
cally  a.s  po&sible ;  or  in  such  a  diuihilt  as  tu  imp<>- 
least  taxation  aad  loss  upon  the  public,  wbile  it  slmll  bo  u 
efiectm  ae  poaaible  in  securing  the  object. 

Let  us  take  the  sugar  crop  of  1858,  just  rcferrcd  | 
Illustration.     It,  amounted  to  #25,WU,tn>0,     To  proto 
to  the  amount  of  twenty-four  per  cent,  the  peo] 
wo    have    shuwn,   S14,:i00,000,    nf  wliich    the    go 
reaüzcd  bat  84,968,000,     Here  was  a  cloar  loss  to  die  am- 

SUlUiTS  M), 

Sappuse,  nowt  that  Lnstead  of  tili»  proteetive   duty  d 
twonty-ibur  per  cent,  a  bounly  of  -equul  amomil  (tu 
four  per  cent )  had  been  paid  by  the  governraeut.     Tfo 
ter  would  thon  stand  thns ;   twenty-four  pei 
000,000  is  *ö,000,000,  whicb  thc  p 
sugar  growers,  instead  of  $9,332,000  they  v* 
pay  through  protection;   a  saving  of  §3,333,000 
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thirty-thrce  per  cent  of  the  amount  paid  under  the  protective 
ßystein* 

Tliis  prineiple  applies,  in  all  cases,  where  im  ad  tele  ia 
aotually  protected,  and  shows  that  bouuties  are  by  far  the 
moat  ccmiümicul  form  of  governmental  assistauce.,  Bouu- 
ties, as  a  nieans  of  protection*  have  been  but  little  resortod 
to  bj  governments.  The  reason  is  obvious.  The  evident 
injustice  öf  giving  toone  classof  inen  a  preHUlim  lipon  their 
produetions,  in  order  that  thoy  may  be  eucouraja'd  in  a 
brauch  of  industry  that  cannot  live  without  contrihutions 
from  the  public  treaaury,  is  §o  oppaffiat,  and  evidently  imittfe 
aonable  and  tmwise,  that  the  peuple  of  no  couutry  wauld 
long  to  lernte  it,  1t  is,  therefore,  vastly  more  fcasihle  to 
give  protection  by  dutles  on  the  foreign  article,  althoiigh 
much  more  wastciul  and  onerous. 

EXCISE. 


Excise  are  the  opposite  of  eustom-house  duties,  beiug  laid 
whoUy  npon  articlea  of  domestic  produetion,  aud  paid  first 
by  the  producer  j  and,  after  the  artieles  have  passed  through 
the  haadfl  of  the  rnerchants,  with  their  profita  added,  the 
sum  total  is  paid  by  the  con&umere. 

This  Enode  of  hixiition  is  obnoxions  to  the  same  objections 
that  may  be  made  to  customs.  Excise  is  unequal,  becaiise 
it  falls  un  rieh  aud  poor  alike  ;  not  in  proportion  to  their 
wealth,  but  what  they  cousume*  The  rnerchants'  prufiU  are 
not  quite  so  large  on  these  as  on  custom  duties,  because 
hunie  producta  do  not  ordinarily  pass  through  as  niany  hands 
as  foreign  merchaudise,  The  expeuse  of  collectioiu  though 
only  perhaps  about  one-fourth  pärt  as  great,  is  still  a  heavy 
Charge  npon  the  revenue ;  but  the  most  populär  objeetion  to 
excise  is  the  espionage  which  it  necessarily  requires.  li  is, 
notwithstanding,  a  very  produetive  souree  of  revenue,  and 
must  be  resorted  to  by  governments  heavily  indebted.  Do- 
mestie  manufaeturers  are  not  Injured  by  excise  duties,  unless 
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they  so  increase  the  cost  of  their  commodities  as  to  expose 
them  to  foreign  competition.  Profits  upon  such  dutios  are 
charged  upon  commodities  as  a  part  of  the  general  expense 
of  their  production. 

TAXES  ON   DISADVANTAGEOUS  CONSUMPTION. 

The  principle  has  everywhere  been  acted  upon  by  governr 
ments,  that  heavy  taxes  are  to  be  laid  on  commodities  "  the 
consumption  of  which  is  especially  prejudicial  to  the  inter- 
ests  of  the  people."  This  is  in  accordance  with  our  fiflh 
maxim. 

Therc  are  two  strong  and  sensible  arguments  in  favor  of 
this  kind  of  taxation.  One  is,  that,  if  it  should  cause  a  fall 
ing-off  in  the  consumption  of  the  articles  so  taxed,  no  detri- 
ment  would  come  to  individuals  or  the  public ;  but,  on  the 
other  hand,  their  moral  and  social  condition  would  be  pro- 
moted,  and  the  power  of  production  increased.   . 

The  other  consideration  is,  that  all  those  who  choose  to 
abstahl,  as  they  can  do  without  injury,  from  the  specially 
taxed  articles,  will  avoid  the  payment  of  the  tax  altogether : 
such  taxes  are  voluntarily  assumed  by  those  who  pay  them. 

This  kind  of  taxation  is  found  to  be  far  more  productive, 
in  proportion,  than  any  other ;  and  consumption  is  less 
affected  by  heavy  imposts.  According  to  Professor  Levi, 
the  working  classes  of  Great  Britain  pay  over  ten  millions 
Sterling  annually,  in  taxes  upon  tobacco  and  intoxicating 
drinks.  The  whole  amount  raised  upon  these  two  articles 
in  1858  was  as  follows :  — 

British  and  foreign  spirits  and  wine £18,500,000 

Tobacco 5,500,000 

£24,000,000 

or  about  one  hundred  and  twenty  millions  of  dollars,  equal 
to  four  dollars  to  each  inhabitant ;  or,  allowing  fivc  persona 
to  a  family,  twenty  dollars  to  each  family.  More  than  a 
third  part  of  the  whole  British  revenue  is  raised  by  the  taxes 
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upon  these  articles  alone ;  a  remarkable  fact,  especially 
worthy  tbe  attention  of  the  American  government  at  the 
present  time. 

STAMPS. 

There  is  still  another  mode  of  supplying  the  treasury; 
viz.,  by  the  sale  of  stamps.  This  is  an  important  branch  of 
fhe  public  revenue  in  all  highly  taxed  communities.  Stamps 
are  required  lipon  all  letters,  newspapers,  and  otber  matter 
carried  through  the  mails ;  upon  all  bills  of  merchandise 
and  bills  of  lading ;  upon  legal  instruments  of  every  name 
and  nature ;  upon  patent  medicines,  <fec. 

This  is  cheap  and  efficient,  and  as  desirable  as  any  form 
of  indirect  taxation.  Of  course  it  bears  unequally  upon 
different  classes,  and  is  more  or  less  vexatious,  particu- 
larly  when  first  introduced ;  but  habit  will,  after  a  while, 
reconcile  the  people  to  it,  and  it  is  as  little  likely  to  be 
resisted  or  evaded  as  any  other  form  of  exaction.  It  is  also 
collected  with  very  little  expense,  as  no  functionaries  are 
necessary.  It  should  therefore  be  carried  out,  as  far  as 
practicable.  The  British  government  raises  a  large  sum  in 
this  way :  eight  millions  Sterling  are  received  for  stamps. 
The  United-States  treasury  received,  for  the  year  ending 
June  30, 1865,  the  sum  of  $11,162,392. 

LICENSES. 

These  are  granted  by  both  national  and  State  authority, 
for  a  great  variety  of  purposes. .  It  is  a  more  economical 
and  convenient  mode  of  raising  a  revenue  than  by  cxcise 
on  manufactures,  <fec,  requiring  only  annual  renewal.  There 
is  also  less  opportunity  for  fraud  and  evasion.  It  is  there- 
fore a  very  desirable  form  of  taxation ;  and  the  United-States 
government  has  already  availed  itself  of  this  mode  of  raising 
revenue,  to  the  extent  of  $12,613,478  for  the  financial  year 
1865 ;  and  this  sum  may  doubtless  be  greatly  increased  in 
the  future. 
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It  ig  unnecessary  to  say  that  this  tax  is 
WOG  with  tho  fiwt  maxim  laid  down  bj  Adum  Smith, 
"everj  Daao  should  be  ta&ed  accordiag  to  the  n 
d^rives  ttndtr  tlie  etate,"  and  also  oo n e istent  with 
other  prindple  wc  have  statod.     lt  ia  "  clear  und  p 
the  contributor,  and  son.     The  i 

;  ktmws  yrbüa  ud  bow  muoh  hapiytp  and  it 
collectod  as  eonveniently  and  ecooomicallj  as  any  otl: 

This  kind  of  tax  was  CBtabHshed  in  Englm 
during  thr  wara  with  Napoleon,  bal  boliahed  i 

after  the  dose  of  that  struggle*     About  1842,  howev. 
govemnient,  finding  ite  revenues  fall  *hort  of  the  expeadi* 
tu  res  T  restuivd  the  tax;  and  it  has  been  continued  b 
pfÜOlüt  tinn\ 

This  tax  wus  unknown^we  bolieve,  in  the  United 
until  the  civil  war,  when   it  was  laid  by  Coiij  .'Utas 

baeo  eontinuod  thns  far.    Total  amount  collect« 

r  ending  Juiie  30,  1865,  was  #20,740,451. 
wind«    internal  rerenues  tat  the  saiue  time,  wa«  - 
629.17  ;   80  that  the  income  tax  produced   i 
cent  of  the  atuoimL 

Of  all  modo«  oi"  taxation,  thiö  i*  the  most  jus! 
ble.     Every  man  can  afford  tu  pay  acc 
and  ought  to  do  so,    There  is  no  other 
taxation  ;    mme  other  which  doea  not  intliet  more  orte» 
hardship  and  iujtistice- 

TIh'  tax  umucs  lipon  the  anmial  private  r  of  eadti 

year,  out  of  which  the  govemmeiit  shunld  reeeive 
for  the  amiual  revenue  of  the  State.     If  tl  mm 

is  incrcoöod,  so  should  be  the  contribution  to  c  w* 
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enne :  if  the  former  is  diminished,  the  latter  should  be  also. 
This  is  fair  and  just.  Were  it  to  supersede  all  other  forms 
of  taxation,  perfect  equality  would  be  established ;  property 
and  labor  wonld  bear  each  its  just  share  of  the  public  bur- 
dens.  To  do  this,  it  would  be  necessary  to  ascertain  the 
income  of  every  man ;  of  every  laborer,  whether  his  wages 
amounted  to  one  hundred  or  one  thousand  dollars  a  year ; 
of  every  professional  man ;  of  every  operative,  male  or  female ; 
every  capitalist,  banker,  merchant,  and  mechanic.  Upon  the 
gross  income,  thus  ascertained,  the  general  tax  should  be 
\ey\ed,  pro  rata.  In  this  way,  it  is  clear,  equality,  as  far  as 
that  is  practicable,  would  be  established ;  and  each  member 
of  the  Community  would  be  made  to  bear  his  just  proportion, 
and,  of  course,  would  be  obliged  to  save,  in  his  expenditures, 
to  that  amount. 

The  objection  to  this  form  of  taxation  is  the  difficulty  of 
ascertaining  what  a  person's  income  actually  is.  In  the 
first  place,  it  is  said  that  many  do  not  know  their  affairs 
so  as  to  be  able  to  State  their  true  income.  There  is  doubt- 
less  much  of  truth  in  this ;  but  the  very  fact  that  such  a  tax 
is  certain  to  be  enforced  every  year  will,  in  a  short  time, 
remove  this  difficulty  to  a  considerable  extent,  because  men 
will  be  compelled  so  to  keep  their  accounts  as  to  know  what 
they  gain  or  lose.  The  Operation  of  the  law  in  this  respect, 
therefore,  is  favorable  to  private  interest ;  since  the  more 
intelligent  every  man  is  in  regard  to  his  affairs,  the  better 
for  him.  Such,  we  believe,  has  been  the  Operation  of  the 
income  tax  in  England. 

Secondly,  It  is  said  that  some  men  will  be  dishonest  in 
their  disclosures  and  Statements,  and  therefore  a  correct 
result  cannot  be  reached. 

That  many  men  are  dishonest  there  can  be  no  doubt ;  but, 
when  the  law  taxing  incomes  is  regularly  enforced  from 
year  to  year,  the  difficulty  of  concealment,  on  the  part  of  the 
tax-payer,  is  constantly  increasing.  His  neighbors  and  com- 
petitors  in  business  have  an  eye  upon  him,  if  they  believe 


BS 


DISTRIBUTION, 


he  is  making  false  statemcnts;  and  *ncj  i-.scapc 

defoction,  Beaidtt,  aa  a  man  mat/  be  put  u&dar  otth  (iiu^ 
by  tlie  way ,  *.  i  q  jriU  1 1  ne  o  f  |  *:  gurj 

be  committed  with  every  m  .  ntation  of  I. 

The  immense  difiereoc«  bctwcen  tl 
thi'  Onited  States  in  L864  and  tboa 
aUoinng  for  Hie  general  rise  of  pricoa,  serves  to  give  an 
idm  of  dir  ;h1\;iim |Q  Miat  will  naturally  U-  laude  in  Hü 
catioti  of  tlie  inconic  tax* 

The  i&M  ohjection  made  is,  thnt  men  do  not  alwayslfte 
to  tiave  their  income»  known.  But  why  should  thev 
W«  hÄT6  ftlreody  said,  t hat,  in  t)m  matter  of  taxation,  au 
ar©  copartiiers,  having  a  pny-mta  intcrest.  Wliat  onc  d<>» 
iml  [.üvt  othsrs  mußt.  All,  therefore,  »nay  rightfullj  di 
such  infornialiou  m  »hall  furmsh  the  uieaus  of  a*&eäaiug  * 
correct  tax, 

Betsidrs   (Ms,  an   ineome  tax  well   öllforoed  will  be  tta 
menns  of  dilTusing  a  iarge  aniount  of  tnfcrmai 
portant  in   retard   to  the  Credit»  whieh   huainess  itieti  m 
n<i\n\vvd  fco  giya.     Tlie  position  and  ability  of  e 
will  in*  better  understood.     This  is  not  an  uuimj» 
sideralinn.      It  is  difficult  to  &e<" 

a  disclosure  of  ineome  for  taxation,  wlu«  [UäDj 

apply  to  tho  diacloeure  of  property  for  tli*-  hu: 

£&fim<i(ed  Ineome, —  But  it  uiay  \k*  said  that  the  i 
tax  principle  would  u*it  wnrk  well 

becanse  a  conmderable  share,  of  its  wealth  prodttGO«  uo  fa» 
cuiin',  am!  fcherefcre  would  go  untaxed  ;  that  thia  is  «spe- 
oiully  so  in  tli«  liew  States,  where  vaat  qo;  oflaadan 

held  whieh  yield  no  reut  or  ineome  what>- 

But  thifl  is  a  mistaken  view  of  the  matter,     ll 
are  appreciating  from  year  to  year, —  and,as  a  general  to, 
owing  U*  the  inen  aao  of  pdpulaiion,  they  are,  —  the  incami 
from  them  in  ad  real  aa  any  oth&r;  but  it  is  a  dt/mM  i* 

loch  is  sure  to  coim*  in  the  end,     All  suel 
wbether  in  city  Iota  or  famis,  shouid,  if  an  ineome  tas  oalf 
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were  levied,  be  estimatcd  yearly,  according  to  its  increasing 
value,  and  be  assessed  upon  that  principle. 

We  do  not  advocate  the  adoption  of  the  income  tax  as  a 
Substitute  for  all  other  modes  of  taxation :  our  purpose  is 
to  show,  that,  so  far  as  practicable,  it  is  the  most  just  and 
economical  mode  of  raising  a  revenue. 


TAXATION  UPON  EXPORTS. 

Whenever  a  people  produce  more  of  any  commodity  than 
is  required  for  their  own  consumption,  the  surplus  must 
find  a  foreign  market,  or  the  production  will  not  be  ex- 
tended  beyond  the  home  demand.  Any  thing,  therefore, 
which  has  a  tendency  to  prevent  the  sale  of  domestic  pro- 
ducts  in  a  foreign  market  must  discourage  home  industry. 
Such  being  the  case,  what  must  be,  in  general,  the  effect  of 
duties  laid  upon  exports  ?  Evidently  to  reduce  the  amount 
exported,  and  benefit  the  foreign  producer  of  the  articles 
thus  taxed.  Take  the  article  wheat  as  an  illustration.  It 
can  be  produced  in  almost  every  country,  and  is  an  article 
of  export  from  many.  Such  are  the  facilities  afforded  by 
commerce,  that  the  wheat  of  one  country  must  enter  into 
competition  with  the  wheat  of  every  other  country ;  and  it 
may  therefore  be  taken  as  a  fair  exponent  of  commodities 
in  general. 

If  the  price  of  wheat  in  New  York  is  one  dollar  and  fifty 
cents  under  a  currency  at  par  with  specie,  it  is  because  it 
can  be  shipped  to  Liverpool  or  some  other  foreign  port,  and, 
after  paying  freight  and  charges,  make  a  remittance  equal 
to  one  dollar  and  fifty  cents  in  specie.  Under  these  circum- 
stances,  we  will  suppose  an  export  duty  of  twenty-five  cents 
per  bushel  is  laid  on  wheat. 

Would  the  New-York  dealer  now  pay  one  dollar  and  fifty 
cents  per  bushel  for  the  wheat?  Certainly  not,  since  he 
could  not  export  it  without  paying,  in  addition,  a  duty  of 
twenty-five  cents  per  bushel ;  and,  unless  the  article  should 
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I ibroa d ,  he  would  lose  to  l  he  ;u  u  ■«  u  n  t  of  tl  16  *I ti  • 

Of  course,  lie  du?  ofihro  Viut  one  dollar  und    fcireiity-fii 
OOJitfi  igtatead  of  one  dollar  aud .  fii'i  and  tho  dtiT 

is  iho  lofta  of  the  producers,  irho,  In 

>rt  dutjr,  n  diaadTantage  of  \w> 

Snjsln  K  as  oompared  with  the  wbeat-growera  of  cvery 
oountry.    Tbaj  bave  nothmg  loft  bat  to  aecept  a  rudtu 
of  hventy-five  cohU  per  bushel,  or  liniit  ibeir  pi 
1 1 10  futuro  to  the  amount  required  för  hoinci  iptioa. 

Wlieu  they  bare  Aom  thi.%  the  prioe  of  whsat  will 
sporn!  wiih  fche  prtees  of  ull  the  otiter  agricultura]  pro« 
of  Um?  eountry*  whairwr  that  priee  uaaybe;   for 
producta  will  be  affected  by  an  axport  duty  liiid  un  tliur 
great  staple  of  agriculture ;  every  kind  of  grata  and  i 
üä  tnily  ae  the  wheat  im  whieh  tili'  duty  was  laid,  th 
not,  perhap«,  in  the*  same  degree.    Bat,  siaoe  the  Ioj 
nnuki't  bii  tan  bo  a  large  exivnt  dependent  for  it»  fall 
supply  upou  American  wheat,  will  not  the  prico  advmnOQ  to 
sueh  ii  point  a*  tu  bring  up  the  prico  of  the  Aiiutii  ;ut  arli- 
ele  y    lf  tlir  American  wbeat  rmi$t  he  had}  euch  a  prico  inu*t 
Im3  oflfercd  as  will  bring  it.     Butans  aoon  as  wheat  begiue  to 
rifle  abroad  fnmi  this  cause,  u  larger  supply  will  bc 
frutii  other  ^beat-growing  oountries,  in  wblch  pruduetion 
will  be  stimulatcd  to  the  ex  tont  it  is  depressed  in  the  Unit 
States.     The  price  having  risen,  u  limited  an  iU  go 

fnijn  otir  pmts;  but  wheat  will  nut  riee  permanent] 

to  muke  it  twenty-five  Cents  higher  in  tho 
United  States,  The  American  producer  inu>t,iii  an; 
take  a  pari  of  tho  loss,  and  tbe  foreign  consumt r  tbfi  ha|- 
ance;  white  foreign  prodneers,  having  an  tinnaturaUy  kigh 
oe,  will  axtand  fehedr  oulÜTation  as  far  as  poasible* 
The  uaquegtionabie  efiect  of  export  dutics  is  to  leaseo 
prodactioD  ai  hörne,  and  give  encouragement  to  foreign 
Ittbor*     This  is  a  general  priiiciple,  applicable  tu<  iu- 

modity  of  home   growth   or   produetion,  except  mch  as 
nativn  way  h*ive  a  Virtual  motoöpctg  of;  that  is,  may  Iwj  able 
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to  produce  in  so  much  greater  perfection,  or  at  so  much 
lower  rate  of  cost,  or  both,  that  no  other  nation  can  com- 
pete  with  it.  In  that  case,  the  exporting  nation  might 
impose  a  duty,  which,  while  it  should  create  a  revenue, 
would  not  lessen  production  niaterially,  if  at  all. 

TAXATION  OP  COTTON. 

Many  persons  are  of  the  opinion,  that  an  export  duty,  or 
its  equivalent  in  the  form  of  excise,  might  be  laid  upon. 
cotton  without.any  detriment  to  the  general  interest  of  the 
trade  of  the  country,  while  it  would  produce  a  considerable 
revenue  at  the  expense  of  the  foreign  consümers. 

It  is,  then,  an  important  economical  and  financial  ques- 
tion  to  the  people  of  the  United  States,  whether  the  peculiar 
advantages  they  have  over  all  other  cotton  -growing  coun- 
tries  give  them  such  a  monopoly  as  to  enable  them  to  lay 
an  export  duty  upon  it,  without  any  immediate  or  remote 
injury  to  themselves. 

There  are  several  considerations  which  go  to  prove  that 
such  is  the  case,  some  of  which  we  shall  notice. 

I.    UNIVERSAL  DEMAND   POR  COTTON.* 

"There  are  only  four  articles  of  any  considerable  importance 
used  in  the  manufacture  of  clothing.  These  are  wool,  silk,  flax, 
and  cotton ;  two  animal  and  two  vegetable  productions.  The  first 
of  these,  though  quite  indispensable  in  the  high  latitudes,  is  only 
partially  available  in  the  lower,  and  can  be  used  but  little  in  the 
tropics.  Silk,  while  an  article  from  which  beautiful  and  elegant 
fabrics  can  be  made,  is  not  adapted  to  general  use,  and  being,  like 
wool,  an  animal  product,  cannot  be  furnished  in  sufficient  quantity, 
or  at  so  low  a  rate  as  to  be  made  available  for  the  greater  part  of 
mankind.  Flax  being  a  vegetable  production,  and  its  culture 
adapted  to  a  great  variety  of  soils  and  climates,  might  doubtless 
be  produced  in  any  desired  quantity ;  but,  like  silk,  it  would  but 
partially  meet  the  wants  of  that  large  portion  of  the  population  of  the 
globe  where  snows  and  frost  prevail  a  considerable  part  of  the  year 

*  Extract  from  the  author*8  speech  in  Congress,  Feb.  18, 1863. 
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••  Äff-  r  tooUog  *i  t.bese  several  oom  *  tbeo^  we  firniß 

an  arlirle  i*  n£td*d  fritieh  ehall,  u  luarly  tut  poeuble,  nimUinc  lifo 
^r  properttM  und  ad  <f  *D  of  ibi-m:  oc*  tlutnu 

l»r  i -In ti|»1\  and  iuiimfäfuilv  prodncod,  and  Lhti  majr 
oqbtii  !h.|  < 1 1 r < ■  Q&olbing,  bftVing*  il  plannte,  the  warmili  <»f  ^.., 
tlu-  cL  gance  or  tightoese  öf  silk  or  linen.     * 
jii-i  tli.ii  irticlo,  cxunbroing  in  a  maßt  wimdiTful  dr^rei*  tlic  . 
tagt'B  of  wool,  BlUt,  md  Ihuc*     TIj^  rarth  hfll  one  t&OMftftd  n  rill  km 
iithabiiuutA,  aud  eaeh  und  »vcry  qua  *>f  theae 
-U  BD  exeuptioii,     Not,  i t i - 1 . Tit.  tlmt  human  b*  i  tot  fK»Hbiy 

ex  ist  wilhout  it,  bui  t!j  o  and  uappüie**  m  db>y 

\tß  Um." 

n.   uestjucted  ouim 

"  Wbile  eollon  in  one  of  the  greateat  neeesihkv*  of  munkim!,  wo 
find  it*  fftf066Ufid  eulturo  ooufined  tu  a  very  limited  portknpf  ihn 
earth1^  fnr&oe*     I  &ay  successfuj  culture ;  for  althougb  Lt  ma 
raked  in  Iudia,  figypt,  and  other  couj 

the  qualiry  in  ko  inferior,  the  quantity  to  tlie  acre  su  limited,  *c 
Iabor  so  lneflTeetive,  that  the  countriea  in  quertias  do  üttle  uions 
than  supply  thelr  own  wjwte. 

"  It  is  reserved  to  the  States  of  the  Amt  Titan  I 
im  mediale  proximm  to  tfa  Qnlf  of  Mexico  fco  furuish  ilu- 
with  the  artiele  in  such  qitnniities,  and  of  aubfa  cjuality,  as  to 
the  general  de  man  d.  The  eulture  of  the  sirtit  I 
Revolution;  bot  it  did  not  become  au  uitiele  of  fnroigu  export tUl 
17s  i,  when  elght  hales  wnv  *hipped  Co  Liverpool«  Theae  w 
minnd  liv  dir  enitaB-houie  utlieers,  on  thegruuud  «hat  üny  euuld 
not  bo  of  Ainerioau  production«" 


III.    WCRBASE  OF  PRODÜCTION   AHB  ADVANCB  OF  PRlCfc 

"No  very  great  extension  of  the  cultivutjon  of  coitou  I 
iy,ed  until  1792,  when  Eli  Whitney  inveni«  d   the  ooltoi 
from  that  moment,  it  iacreased  wkh  wondcrful  mpidity,    The  val\ 
of  tlie  export  of  eotton  waa,  — 

In  1821  .     ,    .    , .  t^ 

In  1830 , 29,0 

In  1N0 .  .    .      G3 

Irr  IAÖ0 71,4 

In  IKOO 
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"  This  amount,  it  will  be  observed,  is  over  and  above  the  amount 
consumed  in  the  United  States.  The  whole  product  in  1850  was 
2,096,706  bales ;  in  1860,  4,669,770  bales.  Mark  especially  the 
great  increase  from  1850  to  1860,  of  one  hundred  and  thirty  per 
cent! 

"  But  the  more  striking  and  noticeable  fact  is,  that,  while  the 
production  had  increased  at  this  enormous  rate,  the  prices  also  had 
advanced  twenty-five  per  cent.  According  to  the  financial  report 
of  1861,  the  average  price  of  cotton  from  1840  to  1850  was  but 
8.2  eents  per  pound ;  while,  from  1850  to  1860,  the  average  price 
was  10.5  cents  per  pound,  —  a  difference,  it  will  be  seen,  of  a  liUle 
over  twenty-five  per  cent. 

"  The  difference  between  the  value  of  the  entire  crop  of  cotton, 
including  all  consumed  at  home  and  exported,  is  still  more  remark- 
able.  In  1850  it  amounted  to  but  $117,619,947 ;  while,  in  1860,  it 
was  $308,865,280,  —  showing  an  increase  of  value  ofnearly  two 
hundred  per  cent,  owing,  of  course,  to  the  increase  of  quantity 
and  the  advance  of  price. 

"  Here,  then,  is  the  Singular  fact,  unparalleled,  perhaps,  in  the 
commercial  history  of  the  world,  that,  while  the  production  was 
increasing  at  a  rate  so  prodigious,  the  price  was  constantly  advan- 
cing.  This  is  contrary  to  all  the  ordinary  laws  of  trade.  Ab 
production  increases,  prices  fall ;  but  in  this  case,  instead  of  a 
decline,  we  find  a  great  advance  of  price." 

Do  not  these  facta  and  considerations  show  conclusively, 
that  the  United  States  have  such  advantages  over  all  others 
in  raising  cotton  that  they  may  to  a  certain  extent  dictate 
the  terms  of  sale  ?  In  just  so  far  as  this  is  true,  might  an 
export  duty  be  laid  which  would  fall  entirely  on  the  foreign 
consumer,  without  any  injury  to  the  American  cotton-grower. 

Suppose  an  export  duty  of  five  cents  per  pound.  The 
superiority  and  desirableness  of  the  American  article  are 
so  great  that  it  cannot  be  supposed  the  demand  would  be 
lessened  in  any  appreciable  degree.  From  what  we  have 
seen  during  the  Rebellion,  need  we  fear  that  the  de- 
mand would  be  perceptibly  curtailed  ?  If  notr,  then  no 
damage  would  come  to  the  grower ;  while  a  large  revenue 
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would  be  secured  by  the  government  at  the  expense  of  the 
foreign  consumer. 

The  whole  cotton  crop  of  1860  was  4,669,770  bales, 
which,  at  500  pounds  to  a  bale,  give  a  total  of  2,334,500,000 
pounds,  wbich  at  five  cents  duty,  or  excise,  would  yield 
$116,725,000.  To  determine  wbat  rate  of  duty  or  excise 
should  be  laid  must  be  a  matter  of  experiraent.  If  the 
rate  were  found  too  high,  —  that  is,  so  high  as  to  reduce 
consumption,  —  it  should  be  lowered ;  or,  if  too  low,  it 
could  be  raised. 

The  immense  extent  to  which  the  cultivation  of  cotton 
in  the  United  States  may  and  doubtless  will  be  carried  is 
shown  by  Edward  Atkinson,  Esq.,  of  Boston,  a  most  reli- 
able  statistician,  in  his  map  of  the  cotton  kingdom ;  from 
which  it  appears  that  while  the  whole  area  within  the  United 
States  adapted  to  profitable  cotton  culture  is  666,196  Square 
miles,  only  10,888  are  in  actual  use  for  that  purpose,  or 
but  1.634  per  cent ;  that  is,  less  than  two  per  cent.  He 
remarks,  that,  "  with  free  labor,  the  capacity  of  the  South  to 
raise  cotton  c&nnot  be  less  than  ono  hundred  million  bales  " 
against  about  four  and  a  half  millions  in  1860 ;  so  that  less 
than  one-twentieth  of  the  capacity  of  the  country  has  yet 
been  developed. 

The  principal  point  to  be  considered  in  regard  to  cotton, 
or  any  other  domestic  product,  is  whether  an  export  or 
excise  duty  will  essentially  restrict  the  consumption  of  the 
article,  either  at  home  or  abroad. 
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CHAPTER  XII. 

STATE     TAXATION.      . 

A  General  valuation  of  all  real  and  personal  property  is 
made  by  the  authority  of  the  State,  according  to  which  all 
State  taxes  are  apportioned  to  each  county,  city,  or  town. 
The  municipal  authorities  then  assess  the  amount  allotted 
them  upon  the  property  and  polls  of  their  constituents, 
together  with  the  amount  required  for  city  or  town  expen- 
ditures. 

Thus  all  taxes,  whether  for  State,  city,  town,  or  school- 
district,  are  direct,  and  laid  wholly  on  property,  except  the 
small  amount  of  poll-taxes.  There  may  be  some  slight 
Variation  in  different  States  from  the  course  we  have 
stated  ;  but  it  is  quite  unessential,  and  does  not  materially 
change  the  grand  result. 

The  law  makes  it  the  duty  of  each  person  to  furnish  the 
assessors  annually  a  true  invoice  of  his  estate,  and  to  its 
correctness  he  may  be  required  to  make  oath  ;  and,  if  any 
person  neglects  or  refuses  to  make  such  inventory,  the 
assessors  make  one  for  him,  according  to  their  own  judg- 
ment. 

The  rate  of  tax  varies  from  year  to  year,  and  is  widely 
different  in  different  towns  and  cities.  Before  the  Rebellion, 
tue  rate  in  Massachusetts  was  seldom  less  than  sixty  cents, 
or  more  than  one  hundred  on  a  hundred  dollars ;  but  such 
have  been  the  expenditures  caused  by  the  war,  that  few 
now  have  a  rate  less  than  one  hundred,  and  some  have  been 
as  high  as  three  hundred  and  fifty,  cents  on  the  hundred 
dollars. 

This  tax,  if  the  valuation  be  fairly  made,  approximates  to 
justice  and  equality.  It  is  assumed  that  every  man's  ability 
to  pay  is  in  proportion  to  the  property  he  holds ;  that  his 
revenue  corresponds  with  his  wealth.     This  may,  or  may 
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not.  Iv  truo :  ar.d,  ;\*  wo  shall  luvo  '.voasion  to  show.  there 
:uv  o;;vv.:r.s:;%v.vV.<  whvh  vi:>:;:rK  :o  <ome  extent.  the  equal 

A:..l  *.i.v  »c  :v.ay  :.;:;>;  s.uio  "i  :L.v  •; '■  :>?cr:o::s  to  this 
ivr.v.N  ■.:■..:  >)>:;:v.  .:"  ;v*.".  ;»:■..:  ;  r.  ">:::y  :asa::o:i.  Foll-tax 
;>*»  ::>>  \ .*:'.-  .v.:w:"*  v..«  •..  :*_>:  :  u" ":;  i: :  r'-y-riarl-:«::* :  yet  ihey 
h*w  *.;,*  :vrs.  v.ä*  :v.:<r;>:  w7.ä:;t-t  :..  :hr  ÄZivtiM  oi  expen- 
ov.uvs  V*  v.;A::cr  v.".;:* -r  4  -. rr«.*^  :  rXT-er.i  nioney  is 
**;  *■*.:  ":wssA-y,  ;r  ::.v ;".;<■::>  jlt.I  wi>TcruI.  :he  c»  »11- tax 
;vV"r  —  ■  *  •"■-"  "."■""  ':■*"■  -.'  vtv  -.;-_:.-.;:-■:;.  I:  :>  n::L::jg  to 
>. ::;  *>■;•:>■;-  :;.■;  >-.::*.:  '.•■:  ;..-'  :> .  .-lslz.  i  r  :£-  -.::-: -.isÄ^d  dol- 
*„w  V  .:. :•:•;.  :>■;  ■■?.-.;■  ;•;  . :"  ;•".".-? j\i  :ü.y-rr>  i>  :fWn  in 
**v,-.r  .■■"  .>;  r...;cs:  i  :sv  vv.v  :":?.^  A  r-e^  r:«*d.  for 
^\*."".i..\  "^  ■.•-.■  ■*.«:*<;*.•.  ".  T.  B"  "■«:•;  7-"  £  -1  —  *y  -•=■  ouiw 
X".v:.v,v^^.  i  *.  ;.  ^-"  T-*  ?■  :•■■  T.-.ti-"  .  ":c7  :l*f-  t«:Z-%ax 
r* *■„'*>*  i    fy:  ***£■—   ■'■"  *  ■•■^-'-  *■"?   :i *■  >-^-  v~—  "^  edi- 

*v»  .0 ■.•;•.:.  v*.-  :■   w  .-».  ■.-.»*    i -.m-  ▼■".".•:•;  r^iir  :.r  licor, 
j»>:  ^  v   ..   ,v    ■ ;  ■        x.        ■     ^.'      *    ü~. c    .■:"    ~.      -•  3--r*=*l*  so 

TMKn^.»^  -v  ■    *■■     -^  •'    ••*  '-*■     -km:'     ■"   "■:  V        Zl   rJ:_  =^J 

ttiXX«*  ^  .;.    ,:%:^"-   v  x-   .>  n>.    ».    :•■.   >*^  ^  ~i^r-     ■"  :-»t   t~  :■!;■: 
»MC!WC^%      j>  ■    -.vi    -v^.  1     :r.u    -:  ;i>   t~—    >:    iz  t^jc   *ui 

^tMwiui:  »v»^  .ti  ■  .^    :••  »•-„•  %-■.-:    ^:^i?rt:.'?*. 

itoMxvv    xk    -.^-v.^     • -.-'s.*,  .".■■.  -^     .    ^-       ^         i       1=^-   :i- 

ICVÜ>  4M*»     «\  •*-■•*■.:.    1»     :•-.        au      .■-  ■     -k-    •    :       :Hi>  "Si 


CHAP.  XII.]  STATE  TAXATION.  333 

I 

toms  and  excise,  has  no  direct  vote  in  regard  to  them.  He 
can  vote  where  his  own  interest  would  lead  him  to  vote 
wrong,  but  has  no  power  to  vote  directly  where  his  interest 
would  lead  him  to  vote  right. 

The  income-tax  principle,  if  universally  adopted,  while  it 
would  doubtless  relieve  poll-tax  payers  of  their  present  tax- 
ation, would,  at  the  same  time,  bring  their  interests  into 
harmony  with  those  of  property-tax  payers,  and  thus  pro- 
mote  the  general  welfare  of  the  public.' 

The  property  and  poll  tax  being  the  two  modes  *  by  which 
all  revenues  are  raised  by  the  individual  States,  we  will  look 
for  a  moment  at  their  Operation  as  between  the  different 
classes  upon  which  they  are  imposed.  To  do  this,  we  refer 
to  a  valuation  and  tax  list  before  us,  and  find  the  following 
examples. 

The  poll-tax  is  one  of  the  oldest  and  most  general  of  all 
taxes  imposed  by  State  authority.  In  Massachusetts, "  every 
male  inhabitant  over  twenty  years  of  age  is  included,  except 
persons  who,  by  reason  of  infirmity  and  poverty,  are,  in  the 
judgment  of  the  assessors,  unable  to  contribute  fully  to  the 
public  charges." 

It  hardly  need  be  said,  that  this  form  of  taxation  is  not  in 
accordance  with  the  maxims  laid  down  by  Adam  Smith; 
those  who  pay  it  not  having  equal  ability,  or  enjoying  "  an 
equal  revenue."  It  is  a  tax  founded  on  no  sound  principle 
whatever ;  and,  if  it  were,  the  only  tax  imposed  would  be  as 
unjust  as  a  tax  could  well  be.  It  forms,  however,  only  a 
part  of  a  System  which  niust  be  looked  at  in  all  its  bear- 
ings,  in  order  to  form  a  correct  judgment  of  the  Operation 
of  the  particular  tax,  which  by  law  is  a  limited  one,  deter- 

*  States  have,  in  some  cases,  derived  a  revenue  from  a  tax  upon  banks. 
In  Massachusetts,  it  was  for  many  years  the  greatest  source  of  income ;  so 
great,  indeed,  as  to  render  any  direct  State  tax  unnecessary.  Licenses  have 
also  been  granted,  by  State  authority,  in  some  instances ;  but  the  amount 
received  in  any  other  mode,  except  by  direct  taxation,  is  too  small  to  affect 
essentially  the  public  burdens.  The  establishment  of  the  national-bank  sys- 
tom  has  cut  off  bank  taxation  from  the  States  at  a  source  of  revenue. 
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mined  by  State  legislation.  In  Massachusetts,  the  maxirnnm 
poll-tax  is  now  fixed  at  a  not  over  two  dollars."  bm  maj 
be.  as  it  ha*  b*?en.  changed  from  time  to  time.  It  has  neTer, 
we  beliere,  been  higher  tlian  at  present. 

B.  H.  — Building]  and  46  »er«  of  Und    .    .    $1,000 

Stock'*C- ^$1,S45.    Tue^  «15.47 

Poü,  ±00 

«17.47 
T.G.— Building!  and  43  acresof  Und    .    .    $1,500 

Stock ???  $1,738.    Tax«,  $19.99 

Poü.         2.00 

$21.99 
L.G.  8.  —  BoildingBand56acresofland    .    $1,200 

Stock 20°  $1,500.    Taxes,  $17.25 

Poll,         2.00 

$19.25 
Arermge  property,  $1,661.    Arermge  tax,  $19.57. 

We  here  find  that  these  small  farmers  pay  $19.57  each, 
cqual  to  nine  and  a  half  times  as  much  as  the  poll-tax  con- 
tributors.  Does  any  one  suppose  that  the  incomes  of  the 
former  are  nine  and  a  half  times  as  great  as  the  latter  ?  Let 
US  tost  the  question. 

Suppose  each  of  these  farmers  derives  a  net  income  of  ten 
per  cent  on  his  capital,  over  all  outlays  and  repairs ;  and 
that  his  labor  is  worth  to  him  four  hundred  dollars  per  an- 
num.     This  is  a  large  allowance :  — 

Land  and  Htock,  as  above,  at  ten  per  cent $166.10 

Hi»  own  labor  equal  to 500.00 

Total  income $666.10 

Now  wo  will  assume  that  the  exclusive  poll-tax  payers 
have  an  average  income  of  four  hundred  dollars.  We  in- 
clude  in  this  list  not  only  all  common  laborers,  but  all 
ßkillcd  workmen,  mechanics,  and  others,  whose  labor  is 
worth,  under  a  sound  currency,  $1.50  to  $2  per  day ;  and 
also  all  clerks,  and  other  employces,  whose  salaries  are  six 
hundred  dollars  and  under.     Then  if  all  these  classes  aver- 
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age  four  hundred  dollars  per  year,  as  no  one  will  dispute, 
it  will  appear  that  the  income  of  the  poll-tax  payers  is 
charged  $2,  while  these  small  property-holders  are  charged 
$19.57. 

Here  is  a  great  disparity,  but  there  is  no  exaggeration  in 
the  statement.  From  the  same  valuation  and  tax  list,  we 
take  three  farmers,  having  about  one  hundred  and  twenty- 
five  acres  each,  with  buildings  and  stock,  and  find  their 
farms  and  stock  average  $3,757 ;  and  their  average  taxes, 
poll  inclusive,  amount  to  $47.03. 

On  the  same  calculation  as  beforo,  — 

Farm  and  stock,  $3,757,  at  ten  per  cent $375.00 

Value  of  farmer's  own  labor 625.00 

Farmer's  total  income $1,000.00 

Then,  if  the  poll  tax-payer  is  charged  $2,  with  an  income 
of  $400,  what  ought  the  farmer  to  pay  with  an  income  of 
$1,000  ?     Answer,  $5. 

Instead,  then,  of  $5,  the  true  proportionate  amount,  the 
farmers,  as  before  shown,  pay  $47.03,  or  more  than  nine 
times  as  much.*  There  is  no  escape  from  these  conclu- 
sions ;  and  we  appeal  with  confidence  to  those  best  qualified 
to  judge,  whether  the  estimate  placed  upon  the  incomes  of 
farmers  of  the  description  we  refer  to  is  not  essentially 
correct.  In  whatever  way  we  look  at  the  matter,  we  cannot 
fail  to  see  great  inequality.  But  the  poll-tax  is  not  only 
unequal  as  between  those  upon  whom  it  is  assessed,  and 
whose  incomes  ränge  from  $150  to  $600,  and  also  unequal 
as  between  this  class  generally,  and  all  property  holders, 
but  it  is  also  very  disproportionate  to  the  advantages  it 
confers.     Let  us  see  what  these  are. 

1.  Entire  protection  to  persons  and  property. 

2.  Right  of  suffrage,  and  eligibility  to  office. 

3.  The  most  ample  means  of  education  in  common  and 

*  And  the  hardship,  in  this  case,  is  often  increased  by  the  fact  that  the 
farmer  is  indebted  for  a  large  part  of  his  capital,  and  paying  interest  upon  it 
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Neither  is  just  in  Itself,  nor  does  the  action  of  the  two  Sys- 
tems conjointly  establish  perfect  justice ;  but  it  approxiinates 
as  nearly  to  it,  perhaps,  as  any  other  System  of  taxation 
ever  adopted,  or  likely  at  present  to  be  adopted. 

Before  leaving  the  subjeet  of  State  taxation,  we  will 
briefly  notice  the  inquiry  often  made,  why  the  United- 
States  government  does  not  assign  to  each  State  its  share 
of  the  public  burdens  aecording  to  its  general  valuation, 
and  allqw  the  State  authorities  to  collect  the  amount  at  the 
same  time,  and  in  the  same  way,  as  all  the  direet  taxes  of 
the  State  are  levied  and  collected.  In  reply  to  this,  it  may 
bo  said,  that,  if  the  national  government  could  rely  im- 
plicitly  upon  the  fidelity  and  promptness  of  every  State,  it 
would  be  by  far  the  most  economical  and  efficient  mode 
of  collecting  the  revenue.  The  expense  of  collection  would 
be  almost  nominal,  probably  not  exceeding  one-tenth  of  the 
sum  now  required ;  and  an  army  of  office-holders  might  be 
left  free  to  engage  in  produetive  employments.  But  such 
has  been  the  State  of  society  in  some  of  the  States  in  times 
past,  that  reliance  could  not  be  placed  upon  their  proinptly 
assessing  and  collecting  a  national  tax ;  nor  can  it  be  ex- 
pected  that  the  time  will  soon  come  when  such  a  measure 
would  be  practicable. 

TAXATION    OP    CREDITS. 

It  has  sometimes  been  maintaincd  that  credits  ought  not 
to  be  taxed,  but  all  assessments  be  made  upon  values,  or 
property,  personal  and  real.  Taxes,  it  has  been  argued, 
ought  not  to  be  laid  upon  persons,  but  upon  that  out  of 
which  they  can  alone  be  paid ;  viz.,  property. 

But  credits  are  taxed  as  well  as  values.  A  holds  a  farm 
worth  $10,000,  mortgaged  to  B  for  $5,000.  A  pays  taxes 
upon  tho  whole  valuation,  and  B  upon  $5,000,  as  money  at 
interest.  A,  it  is  said,  is  doubly  taxed.  This  is  a  practical 
question,  that  has  puzzled  legislators  in  every  age  and  coun- 
try.     Let  us  therefore  carefully  examine  it. 

22 
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Suppose  A  and  B  aforesaid  form  an  entire  Community, 
and  that  the  whole  tax  o(  $150  is  imposed  on  property. 
The  whole  valuation  will  then  be  $10.000  (A?s  farm),  and 
the  rate  one  and  a  half  per  cent,  which  A  pays,  and  B  goes 
untaxed.  We  will  now  change  the  principle,  and  have  both 
property  and  credit»  taxed.  The  valuation  will  then  be, 
A's  farm,  $10,000,  and  B's  money  at  interest,  $5,000; 
total,  $15,000 ;  and,  with  the  same  amonnt  to  be  assessed 
($150),  the  rate  will  be  one  per  cent,  of  which  A  pays 
one  hundred,  and  B  fifty,  dollars.  So,  then,  we  discover 
that  A  is  not  doubly  taxed,  as  assumed,  but  at  the  worst 
pay»  only  twenty-five  dollars,  or  one-third,  more  than  bis 
share.  Such  must,  in  principle,  be  the  result  of  this  kind 
of  taxation,  taking  a  whole  Community  together.  All  the 
amount  taxed  upon  credit  i3  so  much  relief  to  taxation 
upon  property.  Tliis  seems  to  be  clear ;  and  the  justice  of 
the  thing  is  established  by  the  fact  that  A  bought  bis  farm 
knowing  that  it  would  be  subject  to  a  füll  taxation,  and 
bought  it  cheaper,  as  we  have  shown  in  another  place,  on 
that  account.  B,  on  the  other  band,  accepted  his  mortgage 
on  the  same  ground,  knowing  it  would  be  subject  to  tax  on 
the  common  valuation.     Is  either  party,  then,  wronged? 

But  perhaps  another  reason  may  be  given  why  A  should 
pay  taxcs  upon  the  whole  value  of  his  farm ;  viz.,  that,  hav- 
ing  the  usufruct  of  the  whole,  he  is  entitled  to  all  the  profits 
on  the  farm.  "  But  he  don't  own  the  whole  of  the  farm." 
True,  that  is  his  misfortune :  if  he  did,  he  would  obtain  a 
largcr  amount  of  net  profits  ;  but  his  Obligation  to  pay  tax 
on  the  whole  is  not  impaired,  because  he  has  the  use  of 
a  part  of  B's  capital.  As  the  owner  of  the  farm,  A  has  a 
chanco  for  all  the  profits  that  can  be  made  from  the  whole ; 
while,  by  the  taxation  of  B  on  the  mortgage,  the  former 
saves  a  part  of  what  he  would  otherwise  pay  in  taxes.  One 
pays  taxcs  for  the  profits  of  business ;  the  other,  for  the 
income  on  his  capital. 

In  this  case  we  find  another  very  clear  illustration  of  the 
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correctness  of  the  inoome-taz  policy.  If  there  were  no  other 
tax  than  upon  income,  the  matter  would  stand  thus :  — 

A's  income  from  his  farm,  say $900 

He  deducts  the  interest  he  pays  B 300 

A  pays  tax  on  his  net  income  of $600 

B's  income  is  taxed  upon 300 

Total  income  to  he  taxed      .........       900 

Amount  to  be  raised,  one  hundred  and  fifty  dollars :  of  this, 
A  will  pay  one  hundred  dollars,  and  B  fifty ;  and  there 
would  be  no  question  as  to  the  justice  of  the  System  by 
which  both  were  thus  taxed.  If  A's  income  should  be 
more  or  less  than  nine  huudred  dollars,  he  would  pay  more 
or  less,  and  B  must  pay  less  or  more  accordingly. 

In  the  absence  of  the  income-tax  principle,  what  can  be 
more  equitable  and  just  than  the  practice  of  taxing  both 
mortgagor  and  mortgagee?.  If  the  former  were  allowed  to 
deduct  from  his  inventory  the  amount  he  owed  the  latter, 
it  would  often  happen,  that,  the  mortgagee  not  living  in  the 
same  town  or  State,  so  much  property  would  escape  taxa- 
tion  altogether.  This  in  some  communities,  especially  our 
Western  States,  would  be  a  great  evil.  That  much  hard- 
ship  may  often  result  from  taxing  credits  as  well  as  prop- 
erty is  undoubtedly  true ;  but  that  only  affords  additional 
evidence  that  the  income-tax  principle  is  the  only  correct 
one.  Next  to  this  would  be  the  levying  of  all  taxes  upon 
property  exclusively ;  and  if  adopted  at  the  very  commence- 
ment  of  a  social  Organization,  as  at  the  landing  at  Plymouth 
in  1620,  it  would  secure  a  just  taxation,  because  all  property 
would  be  created,  held,  and  transferred  under  that  well- 
known  condition. 

TAXATION  OF  GOVERNMENT  BONDS. 

The  question  of  taxing  credits  assumes  great  practioal 
importance,  when  regarded  in  relation  to  the  national  debt 
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of  fche  ^/  fncoajw  of"  the  vrhole  uution,  or  whut  the  |jcopI# 
save  annually  after  Bupplying  tli  asarj  consunip 

TheBubject,  fcherefore,  i>  on©  of  surj- 
country.     Quito  fortunately,  hu\*  attor  u  w 

wiilnn  1 1  h  •  control  of  0«  vtrhich  ci 

presenl  bonds  und  otlier  securities  becoi 
may  all  he  redeemed1  wiiliin  seven,  and  oiost  uf  thoin 

in  ihtiT  yoare  frorn  1865),  n   into  • 

exemptod  from  genenil  taxatiom 

Public  laitli  should   be  kept  inviolate,  bul 
should  ftlso  be  Beoured  as  soon  an  possible.     B* : 
pay  a  high  rate  of  intareet,  if  noed  bo,  tban  bave  *o  1; 
share  of  individual  income,  aud,  consequentry,  of  abfll 
pay  taxes,  escape  it*  proper  reajionsibilitles.     Thi»  i»  deairo- 
•  £sut*pl  th©  twenty*y©&r  bonJi,  wiiteh  umtun*  in  t$8f* 
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ble,  not  only  as  a  matter  of  policy  in  removing  a  prominent 
cause  of  populär  dissatisfaction  which  may  sooner  or  later 
endanger  the  security  of  the  debt  itself,  but  as  an  economi- 
cal  advantage  to  the  country. 

The  effect  of  exempting  the  public  debt  from  taxation  may 
be  illustrated  as  follows :  A  has  an  income  of  one  thousand 
five  hundred  dollars,  derived  from  a  salary ;  B  has  an  equal 
income,  derived  from  coupons  on  the  national  Stocks.  A 
must  pay  taxes,  and,  of  course,  must  economize  accordingly : 
B  pays  no  taxes,  and  consequently  has  no  occasion  to  save 
on  that  score.  Now,  as  all  national  capital  comes  from  the 
savings  of  the  people,  it  can  be  seen  at  once,  that,  if  one- 
sixth  part*  (in  amount)  of  i;he  tax-payers  are  exempted 
from  taxation,  they  are,  to  an  equal  extent,  exempted  from 
all  necessity  of  saving. 

We  are  aware  that  the  holdere  of  public  Stocks  pay  indi- 
rect  taxes  (customs,  excise,  &c),  but  so  also  does  the  nian 
who  has  no  interest  in  the  funds.  What  we  intend  to  say 
is,  that  so  far  as  a  man's  wealth  is  invested  in  untaxed  secu- 
rities,  in  so  far  he  has  no  motive  to  save  arising  from  a  taxar 
tion  to  which  all  others  are  liable.  Looking,  then,  at  its 
economical  bearings  merely,  ought  not  all  public  securities 
to  be  included  in  the  general  schedule  of  taxation,  both  by 
the  national  government,  and  the  States,  cities,  and  towns  in 
which  the  holdere  reside  ? 


CONSOUDATION  OP  THE  NATIONAL  DEBT. 

While  this  work  is  passing  through  the  press,  a  proposition 
is  made  in  Congress  to  consolidate  the  debt  of  the  United 
States  into  a  uniform  five  per  cent  stock,  having  thirty  yeare 
to  run,  payable,  interest  and  principal,  in  gold. 

It  is,  doubtless,  desirable  to  effect  such  a  consolidation, 

*  It  is,  doubtless,  far  more  than  one-eixth  part  of  the  net  national  income, 
probably  at  least  one-fourth,  or  25  per  cent  A  large  share  of  the  estimated 
fifteen  billions  of  aggregate  wealth  is  of  a  character  to  escape  taxation. 
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provided  it  can  be  done  in  an  economical  and  proper  : 
ner ;  but  the  proposal  to  exempt  the  consols  from  taxation 
ia  quite  another  matter.  We  have  already  spoken  of  the 
invidious,  as  well  as  unjust,  Operation  of  a  System  which 
exempfc*  from  taxation  one-sixth  part  of  the  national  re- 
Kources ;  but,  sinee  the  proposal  has  been  made,  it  becomes 
deairable,  we  think,  to  give  the  subject  some  further  consid- 
eration. 

We  »hall  not  dwell  upon  the  political  bearings  of  a  meaa- 
nre  sure  to  create  abiding  dissatisfaction ;  sure  to  be  a  moet 
dangerous  weapon  in  the  hands  of  political  aspirants,  and 
certain  to*  endanger  eventually  the  security  of  the  debt  it- 
öelf.     We  shall  speak  only  of  its  economic  bearings. 

Ist,  The  exemption  of  three  billion  dollars  from  taxation 
for  all  national,  State,  county,  town,  school-district,  and 
parish  purposes,  will  create  a  very  considerable  and  influen- 
tial  cla%%  ofpersons,  who,  white  they  will  have  the  legal  right 
to  vote  appropriations  for  all  public  objects,  will  be  under  no 
Obligation  to  pay  a  farthing  of  the  amount  raised;  who, 
whilc  interested  in  having  large  public  improvements  made, 
will  have  no  responsibility  for  the  expeijse  of  them :  a  class 
to  wliom  it  will  be  a  matter  of  entire  indifiercnce  how  large 
the  assessments  inay  be,  or  how  unwisely  or  wastefidly  the 
public  financcs  may  be  conducted.  Can  any  reasonable  man 
think  it  cxpedient  and  proper  to  create  such  a  class  ?  Does 
any  onc  doubt  that  its  influence  would  be  unfavorable  to  tlie 
public  welfare  ?  We  already  exempt  labor,  to  a  great  ex- 
tont,  from  the  burdens  of  State  and  municipal  taxation,  by 
limiting  the  poll-tax  to  a  fixed  and  very  trifling  amount,  so 
that  the  poll-tax  payer  can  vote  any  sum  he  pleases  with 
entire  impunity.  By  exempting  three  billions  of  the  national 
credit  froin  taxation,  it  is  now  proposed  to  place  capitalists, 
so  far  as  they  are  owners  of  the  public  Stocks,  in  the  same 
favored  position.  The  intorest  of  these  two  parties  will  then 
bo  idontical  in  regard  to  all  public  expenditures  paid  for  by 
a  direct  tax  on  property,  as  State  and  municipal  chargea 
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generally  are.  Both  can  vote  away  money,  and  leave  the 
unfortunate  property-holders  to  settle  the  bills.  By  the  ex- 
emption  proposed,  government  creates  a  great  antagonism 
in  the  body  politic.  It  grants  a  special  and  most  important 
favor  to  one  class,  at  the  expense  of  others.  It  may  be 
urged,  that  the  favor  has  been  paid  for  by  the  crcditors  of 
the  government,  in  that  they  took  the  stock  at  a  less  rate 
of  intercst  than  they  would  have  done  had  it  been  subject 
to  taxation.  But  can  government,  with  any  propriety,  make 
any  such  condition  ?  Can  it  rightfully  grant,  for  any  con- 
sideration  whatever,  a  dispensation  to  one  class  of  Citizens 
from  all  pecuniary  Obligation  to  State,  city,  and  town  au- 
thority  throughout  the  nation?  Surely  not,  consistently 
with  justice  and  equality,  because  in  one  Community  the 
favor  granted  may  be  worth  one  per  cent,  in  another  two. 
In  one  locality,  it  may  advance  the  general  valuation  one- 
half;  in  another,  only  one-tenth :  in  one  municipality,  it  may 
increase  the  general  rate  of  taxation  five  mills  on  the  dollar ; 
in  another,  twenty. 

Can  that  be  just  and  equal  ?  And  yet  all  taxation,  under 
a  free  government,  must  be  seen  to  be  clearly  impartial  and 
just,  or  the  people  will  not  submit  to  it. 

2d,  Such  an  exemption  will  create  a  powerful  influence 
against  the  payment  of  any  thing  but  the  interest  of  the  debt. 
This  can  be  readily  seen,  and  hence  we  perceive  another  un- 
favorable  effect  from  the  proposed  policy.  The  debt  should 
be  paid  off  as  soon  as  practicable.  It  should  not  all  be 
placed  out  of  reach  for  thirty  years,  and  exempted  for  all 
that  time  from  contributing  to  its  own  discharge,  unless  we 
are  prepared  to  resign  ourselves  to  never-ending  taxation 
for  the  payment  of  interest. 

In  a  sectional  point  of  view,  the  exemption  principle  will 
be  very  unequal  in  its  bearings.  In  the  new  States,  where 
capital  is  comparatively  scarce,  and  local  taxation  necessarily 
heavy,  its  Operation  will  be  especially  oppressive  and  odious. 
Every  available  dollar  will  be  put  into  government  bonds, 
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unless  it  will  command  an  excessive  rate  of  interest  on  indi* 
vidual  security.  Will  not  this  enliance  the  rate  of  interest, 
where  capital  is  most  scarce  ?  If  so,  will  it  not  be  moet 
burdensome  to  those  who  can  least  afford  to  bear  severe 

taxation  and  high  rates  of  interest  ? 

3d,  A  consideration  is,  that  the  contemplated  exemption 
has  a  direct  and  powerful  tendency  to  cripple  the  indiistry 
of  the  country  by  absorbing  a  large  proportion  of  its  wealth 
into  the  debt  of  the  government.  If  the  national  bonds 
should  be  relieved  of  taxation  for  thirty  years,  no  more  will 
go  abroad  for  sale,  and  those  now  in  Europe  will  be  returned 
upon  us.  Of  that  there  can  be  no  doubt.  The  difference 
occasioned  by  the  exemption  here,  which  does  not  attach  to 
bonds  held  abroad,  will  be  so  great  as  to  insure  their  return 
to  the  American  market.  That  this  will  make  the  working 
capital  of  the  country  scarce  and  high,  and  thus  greatly  in- 
jure  all  the  industry  of  the  nation,  especially  that  engaged 
in  manufacturcs,  is  beyond  a  question. 

The  last  consideration  we  shall  name  is,  that  the  proposed 
measuro  is  entirely  unnecetsary.  Such  a  policy  should  never 
have  been  entered  upon.  It  was  bad  financiering,  even  in 
the  darkcst  hour  of  our  national  struggle,  and  is  wholly 
inexcusable  now. 

But  it  may  be  replied,  "  The  government  cannot  negotiate 
its  loans  at  five  per  cent,  unlcss  the  exemption  is  made." 
Vcry  well ;  then  promise  six.  The  rate  of  interest  is  far 
less  cHHential  than  cquality  in  the  taxation  by  which  that 
interest  is  paid.  If  one-sixth  more  interest  is  to  be  pro- 
vided  for,  there  will  be  one-sixth  more  property  on  which  to 
assess  the  tax  that  is  to  meet  it ;  the  bürden  upon  the  peo- 
ple  is  not  increased,  only  equalized. 

The  British  government  pursued  a  wise  financial  policy 
during  its  great  contest  with  Napoleon.  It  Consolidated  its 
national  debt,  issued  only  three-per-cents,  and  negotiated 
these  on  an  average  discount  of  about  forty-one  per  cent. 
Her  exigency  was  great,  but  the  United  States  is  under  no 
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such  extreme  necessity.  If  a  policy  is  adopted  which  com- 
mends  itself  to  the  capitalists  of  the  world,  American  consols, 
at  a  low  rate  of  iuterest,  will,  like  the 'British,  command 
money  011  the  most  favorable  terms.  But  there  must  be  no 
tricks,  no  subterfuges,  no  unjust  exemptions,  which  sensible 
men  well  know  are  certain  to  breed  public  discontent,  and 
imperil  the  national  securities.  All  must  be  fair,  honest, 
and  just ;  the  resourccs  of  the  United  States  are  ample,  and 
rapidly  increasing ;  we  only  need  a  wise  and  faithful  admin- 
istration  of  them. 

We  have  said  there  was  no  necessity  for  the  proposed 
measure ;  but  it  would  be  well  to  decide  fully  and  finally 
upon  the  policy  of  consolidation  into  one  stock,  at  one  rate  of 
interest ;  yet  it  is  in  no  wise  necessary  to  bind  the  govern- 
ment  to  issue  the  whole  amount,  as  proposed,  in  thirty 
years.  The  debt  is  not  all  due  at  this  time :  if  a  part,  say 
one  thousand  millions,  were  now  authorized  for  thirty  years, 
when  that  was  taken  up  the  expediency  of  issuing  more  on 
so  long  a  time  could  be  more  judiciously  diecided  upon  thaii 
at  present ;  besides,  if  only  a  part  were  now  offered,  it  would 
be  taken  with  more  avidity  than  if  the  whole  were  put  at 
once  on  the  market.  Policy,  therefore,  as  well  as  economy, 
requires  a  limitation  of  the  issue  of  thirty  years'  bonds. 

The  proposal  to.  save  thirty  millions  per  annum,  by  issu- 
ing bonds  at  five  per  cent,  untaxed,  instead  of  six  per 
cent,  in  order  to  form  a  sinking  fund,  we  regard  as  idle  and 
delusive.  The  project  never  will  be  carried  through.  Na- 
tional sinking  funds  have  always  failed  of  success,  and,  in 
the  nature  of  things,  always  will ;  besides,  if  such  a  fund 
were  to  be  provided  for,  it  could  be  done  more  advanta- 
geously  without  exemptions  from  taxation. 
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'/  &»r  "tLffcr*£.x  xl.vi.4 ;  — 

l*f,  fAdJKubvd  f*A*}/sjbk***. — Thia  eaa  onir  be  of  finüted 
ktA  %Ktuyrt%tj  dnn&kxt-  mnc&  it  mnft  *x»  fae  paid,  or 
trip**!  owt  ^7  ir**ol7er*ey, 

24,  ty/Tps/raU  Jn/UJtsAnt**.  — Thi»  is  of  nro  kimds :  (m)  tibm 
Urtt'U  ht  otl&r  Obligation*  of  incorporated  companies  fonoed 
fivr  indfiAtrial  ptirpo*e»,  the  bailding  of  raüroads,  4c.; 
M/1  ^//;  firt  bond*  of  mariicip&l  corporations,  cities,  towns, 
arid  ejtfnu\M-M.  Tbe«e  have  been  issaed  to  an  enormons 
fi,%U-.ut  in  tli#;  United  .States,  and  a  large  amoont  hare 
^j/rfi  di*po»ed  of  abroad.  These  two  kinds  of  indebtedness 
ans  alike  in  tbia,  that  they  may  be  enforced  by  law  upon  the 
jiromi*or*,  Property  rnay  be  attached  and  sold,  if  it  can 
U\  foimd ;  and  an,  in  the  case  of  municipal  corporations, 
tlmro  Im  ransly  any  defioiency  in  that  respect,  the  latter  are 
(jnlto  Muro  of  nltimate,  if  not  prompt  payment. 

Hd,  Mate  IndeUedneu.  —  Nearly  all  the  States  of  the 
Amnrlcan  Union  liavo  contracted  debts,  and  issued  coupon 
hornU,  whidi,  to  a  considcrablo  extent,  have  been  sold 
abroad.  Tlnwo  nwt  upon  a  difierent  footing  from  the  pre- 
ondluKt  nimm  thoy  cannot  be  enforced  by  any  legal  process. 
Thoy  an»  noourod  only  by  the  honor  of  the  promisor.  The 
(Joindltutlon  of  tho  Union  gives  no  authority  to  the  general 
govornmonl  tu  coinpol  a  dolinquent  State  to  regard  its  Obli- 
gation* ;  und  no  ibroign  power,  if  disposed,  would  be  allowed 
to  ontor  tho  national  territory.  So  there  is  no  remedy. 
Htato  Indohtodno»»  abroad  must  ainount,  at  the  present  time, 
to  muiiy  millions. 
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4th,  National  Indebtedness.  —  Great  Britain  has  a  debfr, 
as  heretofore  stated,  of  eight  hundred  millions  Sterling ;  but 
it  is  almost  entirely  held  at  kome.  The  rate  of  interest  on 
her  con8ols  is  only  three  per  cent,  and  tliere  is  little  induce- 
nient  for  capitalists  in  America  to  invest  in  them ;  but  it  is 
quite  otherwise  with  the  United  States.  Interest  here  is  at 
least  six  per  cent  on  the  best  securities. 

We  may  safely  assume,  that  the  civil  war  has  caused,  or 
will  cause,  the  issue  of  United-States  Stocks  to  the  amount 
of  nearly  three  thousand  milliou  dollars.  According  to 
the  comptroller's  statement,  seven  hundred  millions  of  these 
have  already  gone  abroad ;  and  it  is  certain,  if  the  credit  of 
the  government  is  preserved,  a  large  part  of  the  balance  will 
take  the  same  direction.  Is  this  desirable,  or  otherwise, 
economically  considered? 

n.    T£E  EXPORTATION  OF   PUBLIC   STOCKS. 

Whether  the  sale  of  such  Stocks  abroad  is  desirable  or 
not,  will  depend  entirely  upon  the  character  of  the  commod- 
ities  sent  in  return  for  them,  whether  these  be  for  advan- 
tageous  or  disadvantageous  consumption;  and  this  again 
will  depend  upon  the  financial  and  commercial  condition  of 
the  country  from  which  they  are  sent.  Suppose  one  hun- 
dred millions  sent  to  England,  and  returned  in  railroad 
iron,  which,  put  into  use,  pays  a  net  income  of  ten  per  cent, 
besides  facilitating  the  transport  of  cotton  and  wheat,  and 
thus  adding  to  the  national  wealth.  As  these  Stocks  pay 
the  American  holders  but  six  per  cent,  and  by  selling  them 
and  investing  the  amount  in  railroads  they  get  ten,  there  is 
a  clear  gain  in  income  of  66§  per  cent.  The  foreigner,  on 
the  other  band,  who  could  only  get  four  per  cent  for  his 
money  in  home  investments,  now  gets  six,  an  improvement 
upon  his  income  of  fifty  per  cent.  Both  parties  are  benefited. 
On  the  other  hand,  if  the  amount  sold  were  returned  in 
fancy  goods,  jewelry,  &c,  which  increased  the  consumption 
of  luxuriös,  but  in   no  way  contributed  to  reproduction, 
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the  coMntrr  voald  in  a  short  time  be  poorer  to  the  wbole 
amourit.  The  foreigner  woold  hold  bis  boad.  and  get  bis 
interest :  but  the  American  would  hare  notbing  to  show  ibr 
it.  Or  atock*  mar  be  exported  in  payment  for  an  actual 
balanee  of  trade.  If.  with  all  our  export  of  commodiues 
and  apecie,  there  «tili  remains  an  adverse  halance,  Ameri- 
can .ntocka  of  one  kind  or  another  may  be  sent  and  sold  to 
adjust  it.  By  this  last  Operation,  the  debt  is  merely  •*  ex- 
tended,"  or  postponed  :  and  as  the  interest  upon  this  must 
lie  anuually  paid,  a  larger  export  of  commodities,  specie,  or 
stock*  must  he  made  in  the  future. 

If  the  foregoing  illustrations  of  the  manner  in  wliich  a 
foreign  debt  may  be  contracted  are  correct,  as  we  think  will 
not  be  disputed,  the  remaining  question  is,  what  policy 
oh  the  part  of  the  United-States  government  could  have 
secured  in  the  past,  or  can  secure  in  the  future,  a  desirable 
return  for  its  bonds  sent  abroad. 

If  all  bonds  were  sold  for  cash,  and  the  specie  sent  in 
return,  the  Operation  would  be  simple,  and  its  eflects  appar- 
ent;  but  bonds,  when  sent  abroad,  in  reality  enter  into  the 
exports  of  the  country,  are  negotiated  through  bankers, 
and  their  proeeeds  become  "  exchange."  If  a  railroad 
sends  its  bonds  abroad,  the  returns  will  probably  be  in 
the  iron  used  for  its  construetion  ;  but,  if  a  city  or  State,  the 
Funds  are  to  be  expended  at  home,  and  the  currency  oF 
the  country  is  all  that  is  desired  by  the  sellers.  The  bonds 
go  into  the  hauds  of  a  banker  or  agent,  who  negotiates 
them  abroad,  and  holds  the  amount  as  foreign  exchange, 
which  he  sclls  to  the  merchant,  who  wishes  to  remit  for  pur- 
chases  abroad.  As  these  Operations  increase  the  quantity 
of  exchange  for  salc,  they  naturally  promote  importations, 
not  of  monoy,  but  of  merchandise.  .  And  here  we  must 
ask  ]>ardon  for  again  roferring  to  the  hackneyed  theme  of 
an  inflated  currency.  If,  at  the  time  when  bonds  are  thus 
boing  sent  abroad,  the  currency  of  the  country  is  expanded, 
pricos  gonorally  advancing,  profits  enlarging,  and  there  is 
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great  inducement  to  extend  trade,  the  importer,  consciously 
or  unconsciously,  is  affected  by  this  State  of  things,  and 
sends  forward  large  Orders.  The  consumption  of  foreign 
goods  is  encouraged,  since  they  are  easily  paid  for  (in 
promises),  at  home  and  abroad.  It  \vill  not  be  surprising 
if  the  consumption  of  the  country  is  thus  increased  to  tho 
füll  amount  of  the  bonds  sold ;  at  all  events,  there  can  be 
no  doubt  that  it  will  be  increased  to  a  very  considerable 
extent. 

The  fact  that  the  sale  of  these  bonds  has  brought  into 
market  a  large  amount  of  foreign  bills  of  exchange  gives 
the  banks  an  inducement  to  increase  their  discounts,  because 
there  will  be  no  call  for  specie  to  be  sent  abroad,  the  only 
thing  they  ever  seriously  fear.  Thus,  on  overy  band,  facili- 
ties  for  expansion  and  additional  consumption  are  multi- 
plied.  At  present  (1865),  American  Stocks  are  exported 
under  circumstances  absolutely  appalling.  With  gold  at 
forty  per  cent  premium,  foreigners  can  obtain  them  at  71£ 
per  cent ;  that  is,  at  a  discount  of  28£  per  cent.  With 
the  amount  so  disposed  of,  merchandise  is  purchased  and 
returned  to  the  United  States,  where  it  is  sold  at  the  ex- 
travagantly  inflated  prices  of  a  redundant  credit  currency. 
What  the  consumer  of  the  imported  commodities  is  thus 
taxed,  and  what  the  country  actually  loses,  it  is  neither 
easy  nor  agreeable  to  calculate.  But  such  is  the  condition 
of  our  financial  affairs  at  present ;  and  it  is  quite  likely  to 
continue,  as  no  effectual  measures  are  being  taken  at  the 
present  time  to  contract  the  currency. 

There  are  those  who  advise,  as  a  remedy  for  the  evils  of 
over-importation  under  such  circumstances,  the  imposition 
of  a  very  high  tariff,  so  that  this  influx  of  foreign  goods 
may  be  prevented.  But,  however  disinterested  such  coun- 
sel  may  be,  the  remedy  proposed  will  not  meet  the  case. 
We  have  already  proved,  if  we  have  proved  any  thing  in 
this  work,  that  the  quantity  of  currency  is  more  influential 
in  determining  the  amount  of  foreign  importations  than  the 
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ratA  of  tariffdtäie$.  Whilc  there  ig  a  great  excess  of  cur- 
rency, twice  or  thrice  the  legitimate  araount  required  bj 
the  exchange*  of  the  country,  as  at  present,  nothing  short 
of  abaolnte  prohibition  of  all  trade  will  prevent  importa- 
tiorm,  however  high  the  tariflf,  which,  although  it  does  bave 
a  tendency  to  rcduce  the  eonsumption  of  foreign  goods, 
may  Im  more  than  counterbalanced  by  a  superabandant  cur- 
rency. The  remedy  lies  in  another  direction  ;  viz.,  in  the 
restoration  of  the  currency  to  a  speeie  Standard.  This,  al- 
tlioiigh  it  Hhoiild  be  a  gradual  process,  would,  as  soon  as 
it  began,  check  importations  and  increase  exports ;  the  pre- 
iniiim  011  gold  would  be  reduced;  and  our  Stocks,  when 
sohl  abroad,  would  bring  us  in  return  the  füll  amount  of 
their  valuo.  The  process  of  saving  amongst  all  classes 
would  at  onco  commence.  Debts,  prineipal  or  interest,  can 
only  bo  paid  by  savings ;  and  economy  will  begin  when  con- 
traction  is  inaugurated. 

With  the  presont  inflated  currency,  with  high  prices, 
largo  Hpoculativo  Operations,  and  extraordinary  profits,  the 
idou  of  economy  is  simply  absurd.  Hence  the  great  neces- 
sity  of  a  chango  of  policy.  No  country  was  ever  being 
moro  rapidly  doploted  than  the  United  States  at  the  present 
inomont  (18o7>),  though  the  fact  will  only  be  realized  when 
the  coiwunimation  of  the  present  disastrous  policy  has  been 
roachod. 

PALLACIKS  RESPECTING   FOREIGN  INDEBTEDNESS. 

No  Hontimont  or  opinion  is  more  common,  perhaps,  among  ' 
the  pooplo,  than  that  it  is  vory  undesirable,  or  dangerous 
evon,  to  have  tho  national  debt  held  abroad.     Is  this  opinion 
well  founded  ? 

Ist,  A  dohtor  cannot  always  choose  who  his  creditor  shall 
b*.  If  deoply  involvecL  those  will  hold  his  securities  who 
are  most  able  to  hold  them.  They  will,  like  commodities,  go 
whore  they  are  most  wanted,  where  they  will  bring  the 
highest  priee. 
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2d,  It  makes  little  difference  to  the  debtor,  if  he  can  meet 
his  obligations  when  due,  who  may  hold  them.  There  is 
no  friendship  in  trade.  Native  or  foreigner  will  alike  de- 
mand  hiß  pay,  when  he  has  a  right  to  do  so. 

If  these  propositions  are  true,  we  see  that  it  is  quite  im- 
possible  to  prevent  foreigners  from  purchasing  our  national 
securities,  and  of  little  importance  if  we  could.  It  is  a  great 
misfortune,  that  we  are  deeply  in  debt  as  a  nation.  If  that 
indebtedness  were  wholly  to  our  own  people,  it  would  be 
quite  favorable ;  for  then,  as  a  people,  we  should  owe  nothing 
at  all,  since  what  was  to  the  debit  of  one  Citizen  would  be 
to  the  credit  of  another :  but  if  this  cannot  be,  and  if  capi- 
tal  is  worth  more  to  us  than  it  is  to  others,  then  is  it  not 
fortunate  if  others  are  ready  to  loan  us  theirs,  that  is,  are 
ready  to  take  our  public  indebtedness  ?  As  an  admitted 
fact,  the  use  of  capital  is  about  twice  as  valuable  in  the 
United  States  as  in  England :  why,  then,  should  we  not 
allow  Englishmen  to  hold  our  public  debt? 

We  are  aware  that  there  is  a  deep  prejudice  in  the  public 
mind  against  this.  That  prejudice  has  influenced  the  finan- 
cial  action  of  the  government.  When  the  war  of  the  Re- 
bellion broke  out,  and  vast  demands  were  made  upon  the 
national  treasury,  instead  of  looking  abroad  for  capital, 
and  offering  our  loans  in  foreign  marke ts,  on  favorable 
conditions,  such  a  course  was  officially  denounced  as  de- 
rogatory  to  the  American  people. x  Foreign  capitalists  were 
actually  snubbed,  if  we  may  use  so  unscientific  a  term.  The 
Confederates  on  the  other  hand,  took  the  wise  precau- 
tion,  from  the  outset,  to  establish  their  credit  abroad,  and 
negotiated  loans  as  extensively  as  possible.  This  fact  gave 
strength  to  their  cause,  since  they  soon  built  up  in  Europe 
a  large  pecuniary  interest  in  their  success.  A  foreign  loan 
to  the  United-States  government  of  one  hundred  millions 
in  the  latter  part  of  1861  would  have  saved  the  country 
several  hundred  millions,  inasmuch  as  the  Suspension  of 
specie  payments  might  thus  have  been  postponed  for  a 
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twelvemonth,  and  perbaps  even  been  avoided  through  the 
war.  By  this  means,  the  prices  of  all  the  governmeut  had 
to  purchase  would  have  been  kept  down  to  the  natural 
Standard.  This  ineasure,  if  accompanied  with  the  expul- 
sion  of  all  bank  currency  from  circulatiou  and  with  the 
issue  of  governmeut  notes  to  take  their  place  so  far  as  de- 
sirable,  would,  in  the  end,  have  saved  a  great  part  of  the 
present  national  indebtedness. 

But,  whatever  may  be  true  in  regard  to  the  past,  it  is 
unquestionably  an  object  of  much  importance  to  secure 
foreign  loans  in  the  future  at  a  low  rate  of  interest.  It  is 
not  a  question  whether  we  shall  owe  a  foreign  debt,  for 
that  is  certain ;  but  whether  we  shall  negotiate  it  abroad  at 
par  at  fivc  per  cent  in  gold,  or  at  home  at  six  per  cent  in  a 
dcpreciated  currency.  If  bonds  were  made  payable,  prin- 
cipal  and  interest,  at  London,  Paris,  Hamburg,  and  Frank- 
fort, in  the  currency  of  thosc  places,  and  suitable  efforts 
were  made  to  inform  foreign  capitalists  in  regard  to  the 
resources  of  the  United  States,  there  is  not  the  slightest 
doubt  that  most  advantageous  Operations  might  be  made. 

But  this,  we  are  aware,  cannot  be  done  so  advantageously 
now  as  if  we  had  a  sound  currency.  At  present,  we  could 
only  negotiate  at  a  discount  proportionate  to  the  discount 
upon  our  currency ;  say,  about  thirty  or  forty  per  cent :  but 
even  that  rate  would  be  more  favorable  than  negotiations 
at  home.  No  financial  Operations  can  be  made  to  the  best 
advantajgc  anywhere,  until  the  currency  is  restored  to  a 
specie  basis.  Then  the  credit  of  the  nation  will  be  fully 
established,  and  its  loans  at  five  per  cent  may  be  sold  at  real 
par  ;  that  is,  for  a  currency  equal  to  gold. 

What  the  objeetions  to  foreign  loans  are,  we  have  never 
heard  stated ;  those  who  have  opposed  such  loans  having, 
so  far  as  we  have  seen,  contented  themselves  with  denuncia- 
tion :  but  the  argument  which  seems  to  be  floating  in  the 
public  mind  is,  that  such  a  debt  will  give  foreigners  an  ad- 
vantage  over  us,  since  they  may,  at  any  time,  combine  to 
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send  back  our  bonds,  seil  them  for  what  they  will  bring, 
carry  off  the  specie,  and  throw  our  banks  into  Suspension. 
,  A  frightful  result,  indeed.  But  is  there  any  foundation  for 
such  a  supposition  ?  Do  not  men  act  according  to  their  in- 
terests  ?  When  hundreds  of  inillions  of  our  Stocks  are  held 
abroad,  is  it  likely  that  the  holders  will  "  combine  "  to  send 
all,  or  any  large  amount,  of  them  back,  and  force  a  sale, 
when  they  cannot  do  so  except  at  a  great  loss  to  them- 
selves  ? 

What  object  would  be  gained  by  it  ?  What  damage  would 
they  do  us  ?  If  they  sacrificöd  their  Stocks,  we  should  buy 
them  in  at  great  advantage. 

But  it  may  be  said,  that  they  might  drive  our  banks  into 
Suspension.  Possibly  they  might ;  but  what  of  that  ?  The 
banks  are  accustomed  to  it :  it  would  be  nothing  new  or 
uncommon.  Besides,  if  the  Stocks  were  held  at  honte,  and 
money  became  scarce,  or  the  credit  of  the  government  was 
suspected,  the  public  Stocks  would  be  thrown  upon  the 
market  at  once,  and  with  the  same  result.  British  consols 
are  thus  thrown» upon  the  market:  why  not  American 
Stocks? 

From  whatever  point  of  view  we  may  look  at  the  subject, 
we  find  there  can  be  no  well-founded  objection  to  the  sale 
of  American  Stocks  in  Europe.  On  the  other  hand,  such  a 
sale  of  them  must  be  advantageous,  when  rnade  under  a  sound 
currency. 

PALLACIES   RESPECTING   A   NATIONAL  DEBT. 

Ist,  That  a  national  debt  is  pvilic  wealih. 

"  The  ftinded  debt  of  the  United  States  is,  in  effect,  the  addition 
of  three  thousand  millions  to  the  realized  wealth  bf  the  nation. . . . 
It  is*  three  thousand  millions  added  to  its  available  capital."  * 

*  See  pamphlet  Usued  by  "  Jay  Cooke,  General  Subscription  Agent  for  the 
Sale  of  Goyernment  Bonds,"  entitled,  "  How  our  National  Debt  may  be  a 
National  Blessing."    Philadelphia,  1865. 
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■liia- 1   remaiu  so  utitil  liquidated.     Ar*-  Hm-> 
debtora  to  the  bond-holderg  any  rieher  in  §on«eque 
exitteucti  of  the  public  debt?    Certainly  not:  they  & 
much  poorer,     They  must  »ubtrae  lioir  incoti 

fear,  &u  much  a*  they  have  to  pay  foi  ii  mi  tbe  ua^ 

in Müil  debt,      ^i-i-  the  bond-holders  any  Heber  in  come- 
quenee  uf  the  ercation  of  thia  debt  ?     If  they  a 
mouey,  that  in,  ooin,  as  some  did  in  1861,  for  which  tue)*  are 
reoeiviag  only  the  uanal  rate  uf  interest,  they  are  n- 
rieher  nor  poorer  for  the  Operation,     They  haw  ltoI  pu 
instead  of  private*  se-curiüe«  für  their  funils.     If  il 
queutly  loaned  Euere  credit  currency,  or  capital  at  pj 
fcdvmnced  in  consequenee  of  the  depreeiation  of  the  < 
then,  in  so  Bar,  they  gained  what  the  gos  < 

r,  what  that  part  of  the  people  losl  whg  qiuäI 
debt  and  Lnterest  There  was  no  increase  of  wealü 
Boquenee  of  tbe  Lncreaae  of  pneea,  but  cnerelj  rof 

coinmoditiL-s  from  one  party  to  auotli  (rar 

lenk 


CHAP.  Xm.]  POREION  ItfDEBTEDNESS.  855 

But  "  the  national  debt  is  public  wealth."  Then  lt  fol- 
lows,  that,  if  the  national  debt  were  repudiated,  the  nation 
would  be  three  thousand  million  dollars  poorer.  Is  that 
so  ?  Surely  not.  The  holders  of  the  Stocks  would  be 
poorer,  doubtless,  by  the  amount  of  their  bonds,  which  enti- 
tle  them  to  interest  semi-annually,  and  final  payment  in 
gold ;  but  just  what  they  lost  their  debtors  would  gain,  and 
the  gsneral  wealth  of  the  nation  would  not  be  affected  to  the 
amount  of  a  dollar,  except,  that,  in  so  far  as  the  debt  is 
due  to  persons  abroad,  the  repudiation  of  it  would  save  that 
amount  to  the  nation.  Other  than  this,  neither  the  security 
nor  the  insecurity  of  the  national  debt  has  the  least  effect 
in  detcrmining  the  national  wealth. 

2d,  But,  again,  it  is  said  that  "  the  debt  is  active,  available 
capital;  "  and,  in  illustration,  it  is  said  "  that  a  man  having, 
say,  twenty  thousand  dollars  of  the  bonds,  can  engage  in  any 
kind  of  business  at  once,  just  the  same  as  if  he  had  so  much 
cash  capital." 

Now,  what  is  the  fact  ?  The  bonds  being  good  securities, 
the  holder  can  exchange  them  for  cash,  and  with  this  can 
obtain  any  description  of  capital  he  may  need.  The  bonds, 
then,  are  not  capital,  biit  only  the  security  upon  which  capi- 
tal may  be  had.  If  the  holder  had  notes  against  individu- 
als  of  unquestionable  credit,  he  could  do  the  same.  Are 
private  notes,  then,  capital?  Surely  not.  The  man  who, 
having  invested  his  money  or  capital  in  public  securities, 
wishes  to  exchange  them  again  for  capital,  can  do  so  read- 
ily,  because  the  nation  is  pledged  to  repayment,  with  inter- 
est. Bonds,  while  the  credit  of  the  government  is  sustained, 
are  only  a  very  convenient  form  of  credit.  They  have  no 
element  of  capital  about  them.  A  thousand  billions  of  them 
would  not  add  a  farthing  to  the  capital  or  wealth  of  a  nation, 
or  increase  the  productiveness  of  any  department  of  indus- 
try. 

So  far  from  aiding  production,  a  national  debt  has  an 
effect   directly  opposite.     It   depresses   industry  by  the 
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taxation    it  imposes,  and   reduoes    its  power    to 

with  o&er  oountrioe,     If  a  labo)  fifty  dollure  per 

amjum  more  for  the  commoditiea  ha  consumes,  in  c 

queaoe  of  taxation  ocoamooed  in  tbe  i:  ctpon  (bti 

public  debt,  then  ho  niust  bave  Bftj  dollara  DOM  wu;_" 

rpdaoe  hü  style  of  living  to  such  an  extent  u 

sinn.     If  the  furnier,  bis  higher  wagea  will  euhancr 

of  producta,  and  he  will  l>e  lesa  able  to  oompeta  wirb  tlic 

foreign  mauufacturer  or  producor. 

3d,  The  third  fallaey  ig,  fAot  a  |wWi  /we*  »tat 

to  government* 

Opea  what  should  the  security  uf  a  goverutneut  dopend! 
Evidently  upon  the  convictkms  of  the  people  {hat  it  in  a 
good  government ;  that  it  Beeuro«  t«>  them  lifo,  libt 
the  pursuit  of  happiuess*  Any  people  who  know  Ihey  Imme 
ittoh  ü  gotenuxbaut,  will  need  uotbing  to  assure  their  loy- 
ally  and  attachment,  Where  government  resitö  upon 
Versal  auftrugt  the  power  ia  wholly  in  the  hands  of  ihe 
paopldj  and  no  law  or  Constitution  ean  have  any  perma- 
UMurv,  Ihiil  dncs  mit  receive  1.1  um  r  approbation.  Any  thilig 
that  is  regarded  as  oppressive  and  unjuat  will  certuiuly  be 
abolished* 

France  has  a  large  national  debt;  yet  her  government  has 
been  revulutimiixod  time  and  agaiu,  without  any  refel 
to  that  faet,  and  without  at  all  disturbing  the  security  of 
the   rentes.     National   debts   will   be   paid>  if  the   people 
pleaae  to  pay  tliem  ;   and  govemniouts  will  be  s* 
if  the  people  choose  to  sustain  them, 

Bufc  it  Ls  naid,  that,  since  every  pcrson  who  owns  a  part 
of  the  public  debt  will  be  iniercstcd  in  the  pormaneney  of 
the  government,  all  such  will  certainly  be  loyal ;  ojhJ 
these  will  be  in  grcat  numbers  soattered  ovor  tbe  wholo 
uountry,  and  belonging  to  tho  raost  influential  clae 
their  social  and  political  OtiHOßWAtioffl  will  afford  security  to 
our  political  Institution».  Such  reasoning  assumes,  that 
every  man  who  owns  a  certificate  of  stock»  will,  qu  that 
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account,  be  loyal  to  the  government.  Let  us  examine  the 
matter.  How  numerous  are'  those  bond-holders  who  are 
expected  to  sustain  the  government  and  its  debt? 

(1)  There  are  those  who  directly  hold  the  bonds. 

(2)  Those  who  have  stock  in  State  and  national  banks 
whose  capital  is  invested  in  government  securities. 

(3)  Those  who  häve  deposits  in  savings  institutions,  the 
funds  of  which  are  largely  invested  in  public  Stocks  and 
in  banks,  whose  capital,  as  just  stated,  is  in  the  same  kind 
of  investment. 

These  are  the  classes  on  whom  rcliance  is  placed  to  give 
stability  to  government,  in  consequence  of  the  interest  they 
are  supposed  to  have  in  the  public  tranquillity,  as  security 
for  the  national  debt. 

What  the  aggregate  number  of  persons  in  all  these  classes 
may  be,  we  have  no  means  to  determine  ;  but  it  is,  doubt- 
less,  much  less  than  most  people  imagine.     For — 

(a)  Some  seven  hundred  millions  of  the  bonds  are  held 
abroad.  . 

(6)  Many  millions  are  held  by  aliens  in  this  country. 

(c)  A  large  amount  is  held  by  fcmales. 

(d)  Vast  sums  are  held  by  trustees  and  guardiansi 

(e)  Of  the  savings-banks  depositors,  who  are  interested 
to  a  limited  extent,  a  majority,  probably,  have  no  vote. 

(/)  It  is  well  known,  that  the  capital  stock  of  the  cur- 
rency banks  is  held  largely  by  widows  and  orphans. 

(#)  A  large  part  of  the  debt  is  absorbed  by  great  capital- 
ists,  holding  $50,000  to  $500,000  each. 

How  many  votes,  then,  can  all  these  parties  give  ?  The 
whole  number  of  voters  in  the  United  States  is  some  five 
millions.  What  portion  of  the  whole  belong  to  the  above 
classes  ?     Certainly  a  very  small  share  indeed. 

But  this  is  not  a  füll  view  of  the  case.  Of  thöse  who  do 
own  Stocks,  and  can  vote,  very  few  —  not  one  in  ten,  proba- 
bly—  have  a  sufficient  ownership  to  counterbalance  the 
amount  of  taxation  they  encounter  in  consequence  of  the 
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dein.  The  average  auiount  to  the  credit  of  eacli  persoo  in 
UM  navings  bank*  of  New  York  and  Massachusetts  is  al»out 
$22A  ■  and  we  Tiiuy  safely  assunie  that  to  bc  the  gciteral 
average  throughout  the  country.     Theo  it  is  qu  ün 

that  an  immense  majori  ty  have  un  lutercßt  in  tlio  - 
banks  of  not  over  $200*     \yiiat  is  tlie  iutercst  of  all   diese 
unall  holdes,  in  rcferenec  to  rcpudiation? 

Für  example,  a  laboring  man,  having  #200  in  bonds  or 
in  a  savings  depoait,  expends  $400  per  anntun,  derired 
from  bis  wages,  for  articles  required  in  the  suppnrt'  of 
family,  What  auiount  of  taxation  will  he  incur  annually, 
in  eoiiöequeiice  of  tlie  national  debt?  Is  it  not  a  very  mod- 
erate  estimatet  that  ton  paar  eent  of  all  bis  oxpcnditurcs  will 
Im:  oceasinm:d  hy  the  higher  duties,  taxes,  exeise,  &q,  Ten 
per  cent  i»n  (400  is  $40 ,  wltich  tili«  man  must  pay  atuuially  ; 
while  bis  whole  ineome  from  the  $200  in  bonds,  or  savingÄ- 
bank  depoeit,  is  only  $12*  ls  it  for  bis  pccuniary  int 
(hat  the  public  iaith  be  kept  inviulate?  If  hc  miiHt  pay  $40 
annually,,  while  he  gets  bat  812,  how  long  will  it  take  to  uso 
up  tlie  $2fH.i  he  bus  in  government  bonds?  In  lefefi  tlian 
lü,  he  would  have  lost  a  Bum  ©quäl  to  the  aniount 
of  bis  sliM-k,  and  t Ihmj  be  for  ever  after  Hable  to  the 
u um  mit  of  laxatnm.  Very  clearly,  the  sooner  the  public 
fleht  is  repudiated,  the  better  for  this  laborer,  thougfa  hold- 
ing  |200  in  the  public  fnnds* 

W'r  Riakfi  fchfe  BSlBe  eomparisou  in  Fegard  to  a  man  who 
Eioldl  $1,000  in  stock.  Uis  inemne  vre  will  euppoee  #2,000, 
whieb  he  expöndfi.  Öd  the  iCftle  before  giveu,  he  will  pay, 
in  increaaed  prioes,  $200,  wbile  bis  ooupona  are  but  SrlO  per 
aniiuin  ;  a  Inda  nee  against  bim  of  8140.  How  long  will  Ina 
interest  raquire  thut  Che  conpoBJ  be  paid  ?  Clearly,  the 
aooner  thry  are  worthteeß,  and  the  taxation  fcbey  im 
renQOTad,  the  heiter.  Another  view  may  be  given*  of  the 
relatinns  of  the  deht  to  the  population  of  the  country,  h 
muy  be  ussiimrd,  tiiai  the  debt  will  be  equal  to  about  $100 
to  each  pereon,  if  the  population  is  thirty  millioiis.     Then  a 
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family  of  five  persona  owe  $500  of  the  public  debt,  and,  on 
an  average,  must  pay  the  annual  interest  upon  the  same ; 
say,  from  $30  to  $40.  A  little  reflection  will  satisfy  any 
one,  that  the  number  of  families  that  hold  $500  of  the 
national  bonds,  compared  with  the  whole  number,  must 
be  very  small ;  and,  therefore,  that  a  vast  majority  can  have 
no  pecuniary  interest  in  securing  the  payment  of  the  na- 
tional indebtedness. 

In  theso  illustrations,  we  see  the  folly  of  the  assumption 
that  a  public  debt  gives  security  to  government.  Of  all  who 
are  directly  or  indirectly  owners  of  the  public  obligations, 
not  one  in  twenty  has  so  large  an  interest  that  he  would 
not  be  greatly  benefited  by  its  repudiation.  Of  those  who 
vote,  probably  not  one  in  fifty  has  an  interest  in  the  public 
debt  sufficient  to  counterbalance  the  taxation  he  must  en- 
dure  in  consequence  of  its  existence.  How  idle,  then,  to 
talk  of  the  stability  a  national  debt  gives  to  a  republican 
government,  under  which  the  will  of  the  people  is  the  su- 
preme  law ! 

On  the  other  hand,  who  does  not  see  plainly  that  such  a 
debt,  from  the  necessary  taxation  it  imposes,  must  be  a  con- 
stant  source  of  irritation  and  dissatisfaction ;  that  a  party 
will  inevitably  be  formed  for  its  overthrow,  and  that  in  such 
a  party  will  be  found  sectionaüsm  and  all  the  bad  and  dan- 
gerous  elements  of  society  ?  The  future  peace  and  prosper- 
ity  of  the  nation  is  more  endangered  by  the  national  debt 
than  by  all  other  causes.  In  a  country  where  the  people 
have  little  or  no  power  at  the  ballot-box,  a  public  debt  may, 
doubtless,  be  made  an  effeqtive  engine  of  tyranny,  and  con- 
tribute  to  the  enslavement  of  the  masses ;  but  it  is  quite 
otherwise  where  suffrage  is  universal. 

4th,  A  fourth  faJlacy  is,  that  a  national  debt  ensures  pro- 
tection to  home  industry,  since  the  heavy  taxation  it  causes 
will,  if  laid  on  foreign  goods,  secure  that  object.  Having 
already  discussed  the  question  of  protection,  we  need  not 
now  enter  upon  it ;  but  remark,  that  a  large  national  debt 
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does  uni  tnake  ii  oertain  Üm1  thero  will  ba  a  high  prolec 
tariiT.    Greai  Britain  baa  the  Uurgest  daW  of  any 
the  worlii  -  yat  she  has  obandoned  her  protectin 
She  Itas  become  aatiafiad  that  such  a  luxury  i 
Ithtderauoe  to  her-oommercial  proaperity»  tno  baavjf  i  bot4i 

iijtiiii    hur  Iioiliq  industry  ;    and  tliut  .sin»  caa  only  DOmpfli 
witli  other  uati(jnsf  in  hör  znaaufacturaa,  by 
freedom  trf  trftdö.     No  nation  ha«  lnui  a   l  tperifi 

of  t  1h-  Operation  crf  a  severe  proteotfce  qratettt  <l 
Britain,  und  in  nouc  ls  it  iiiol'ü  beartily  ropudiu 

ölli,  But,  again,  ii  is  eaid  that  a  national  defal 
ae  a  Ol  a  national  currency»     That  thas  to  an  j 

BQffumpUon,  w<-  bftTfi  already  endcavored  to  rfiow.     No  IQ 
foitndation  is  oaedad  for  aay  currency  which  the  good  of 
nation  datnanda.     It  is  u  false  und  perniciou«  Bjrstom  wlu 
roquircs  any  connection  witfa  national  iiut 
is  no  aound  basis  für  bauking.     Banks  ahould  >  I     to 

loan  eapital  that  exista»  not  th.-lt  for  aapital  thi  ^up. 

paaraA. 

\\Y  will  briefty  notiee  ona  other  falla-  ard  to  i  u*. 

tional  <li _ •  1  j i  ;  viaM  that  the  geuerataon  wind»  ooj 
linder  ho  Obligation  to  pay  it;  since,  having  bcon  contra 
for  Um  good  of  the  ooantry,  poaterity  oughl 
leaat,  tlu1  burdeu  ofit     What  is  the  principlo  hivi 
tili»  »tfttaz&etit?     Clcarly,  that  onc  gciieratiou  haa  the 
to  eraala  ;i  debt  Tor  such  pulposus,  and  !•►  such  au 
it  daama  baat,  and  Lmpoae  on  another  the  paj  i  litt 

wfaole,  or  of  snch  part  as  it  dm-.-,  not  cli 

ofiisuwn  reeouroea*    Can  this  be  truel     Doee  » tfbl 

from  Ulis,  that  one  generation  haa  the  right  to  eimlaity 

other,  since,  if  it  cim  impose  a  lax,  it  can  enalai 

eottent  of  the  tax,  it  ia  slavery,  or  lahor  taken  will.- 

|m  usatioru     Sappose  the  tax  carried  to  such  an  exten!  aa 

to  eonaustti  all  the  producta  of  tfae  laborer  <n 

is  ahiolutely  necassary  to  existence.     If  the  pn 

tioa  may  lay  a  tax  of  ton  dollarg  on  caeh  producer  for  aÜ 
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time  to  come,  it  may  lay  one  of  a  hundred  dollars,  or  a  thou- 
sand.  If  it  may  take  away  a  fourth  of  a  man's  iiicome,  it 
may  take  a  half,  or  why  not  the  whole  ?  The  right  to  tax 
posterity  at  pleasure  is  the  right  to  establish  a  most  terrific 
despotism ;  and  yet  this  is  one  of  the  populär  ßophisms  of 
the  present  day. 

A  slave  is  one  who  doeg  not  enjoy  the  fruits  of  his  labor, 
further  than  to  preserve  his  efficiency,  and  to  keep  good  the 
number  of  laborers.  It  is  little  matter  in  what  way  this  is 
brought  about,  whether  by  lawless  violen<5e  or  legal  exao- 
tions.  The  result  is  the  same.  The  British  laborer  feels 
it,  has  always  feit  it,  and,  so  far  as  we  can  judge  from  the 
present,  always  will.  He  cannot  be  bought  and  sold.  That 
is  chattelism ;  that  would  convert  him  into  capital :  but  his 
earnings  can  be  taken  from  him  to  pay  interest  upon  debts 
contracted  long  before  he  was  born,  and  for  purposes  that 
all  now  admit  were  useless. 

If  such  is  the  eflfect  of  the  principle  which  establishes  the 
right  to  entail  upon  posterity  unlimited  indebtedness,  can  it 
be  safe,  economically  considered  ?  Surely  no  man  can  give 
an  affirmative  answer.  "  But  nations  must  sometimes  cre- 
ate  debts."    To  this  we  reply,  — 

Ist,  That  the  occasions  when  nations  are  really  so  com- 
pelled,  or  can  rightfully  do  so,  rarely  occur.  The  great 
struggle  through  which  the  United  States  has  just  passed, 
is  one  of  the  strongest  cases  that  has  ever  been  presented ; 
and  yet,  had  the  currency  been  sound  at  the  commencement, 
and  had  a  sufficiently  effective  System  of  taxation  been 
adopted,  there  is  little  doubt  that  the  war  expenditures 
might  have  been  met  as  incurred.  It  is  certain  that  almost 
all  the  service  and  material  was  furnished  by  the  country ; 
and  therefore,  had  the  taxation  been  so  laid  as  to  apportion 
the  amount  judiciously  and  fairly,  the  whole  cost  might 
have  been  provided  for,  and  we  to-day  be  essentially  free 
from  debt.  Without  entering,  howover,  upon  this  question, 
we  can  safely  assume  that  the  whole  should  be  paid  off 
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f/i  j*sbe  ~  *  ite  <*rz&i  y.ctij  -f  dl*  ladraL  *:■  aar»»  m  3 
x&»ikc~~  Ufs.-  z  tfcr.nj:  *r  i*»#»  *f:nzmisii»  Tat*  pty^itaEL.  i 

W>  &A*d  tot  p*ir*TL*  thi?  •rXAniinadfXL  o£  these  fallaaes 
ftitfi^t ;  itA**A.  vti  \pÄf&j  Lt  d^maaded  for  nociein^  them 
*t  all,  AM  tt*^r:  apolo^y  mri-t  be  foond  in  the  respectafaie 
a/id  attAi-offittal  &>tirr&  in  vLich  they  originated.  The 
pÄtophl/rt  t*dr.rt+A  to  would  be  of  Utile  consequence,  how- 
«rt^f,  wrr*:  it  not  for  a  prevalent  populär  delusion.  that, 
norn/thow  or  ot.h'rr.  a  national  debt  w  real  wealth.  It  is  that 
f*ll&s:y  wU'n:U  w<:  have  attempted  to  expose. 

In  <:ori':lu*iou,  w:  will  only  ol*serve  that  anj  people  capa- 
bb;  of  niaintüiiiiii^  Helf-government,  and  worthy  of  free  Insti- 
tution», will  nf:<!'l  noother  bondof  union  tban  their  common 
loyal  ty  ;  no  oüur  intimen t  than  that  of  honor  and  hon- 
uaty,  to  induw;  thcin  to  «uatain  a  national  debt,  contracted 
in  good  fuith  for  the  preHorvation  of  national  existence. 


CHAPTER  XIV. 

ttlHH   ANI>  UliOWTII   OF  THE  MODERN   FINANCIAL  SYSTEM.. 

No  lartfo  national  dobt  ha«  ever  been  paid,  or  in  any  way 
diMülmrgnd,  oxcopt  by  ropudiation.  Tlic  debt  of  the  old 
Kreuch   monarchy  was  wiped   out  with  the  "  assignate." 
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The  debt  incurred  in  the  American  Revolution  vanished  in 
worthless  "  Continental  money."  The  present  debts  of  Eng- 
land, France,  Austria,  and  other  European  countries,  are  so 
large,  the  constantly  increasing  demand  for  niore  extensive 
and  costly  armaments  so  pressing,  so  absolutely  overwhelm- 
ing,  that  the  hope  of  any  payment  of  the  principal  cannot  be 
reasonably  indulged.  A  national  debt  may  be  regarded, 
under  the  existing  war  policy  of  the  world,  as  a  fixed  Insti- 
tution, an  inevitable  appendage  of  govemmont. 

The  United  States,  which,  up  to  the  time  of  the  great 
Kebellion,  formed  the  only  excoption  among  the  principal 
nations  of  the  earth,  has  entered  upon  the  same  course. 
That  general  System  of  finance,  of  which  national  indebted- 
ness  forms  so  important  a  fact  in  its  influence  upon  the 
industrial  interests  of  mankind,  deserves  a  careful  oonsid- 
eration. 

When  William  of  Orange  succeeded  to  the  throne  of 
England,  Louis  XIV.,  then  at  the  zenith  of  Ins  power, 
refused  to  acknowledge  him  as  a  legitimate  monarch,  and 
espoused  the  cause  of  the  exiled  Stuart.  War,  of  course, 
followed.  But  fighting,  in  consequence  of  the  invention  of 
gunpowder,  and  the  changes  it  gradually  introduced  into 
warfare,  had  become  an  expensive  luxury ;  a  game  which 
kings,  with  their  limited  and  uncertain  revenues,  could  ill 
aflford  to  play  at,  particularly  for  a  great  length  of  time. 
War  with  one  so  powerful  as  the  Grand  Monarque  could 
not  be  safely  commenced  or  successfully  prosecuted,  while 
every  penny  must  be  extorted  from  a  reluctant  and  now 
independent  Commons,  and  the  taxes  immediately  assessed 
on  the  large  land  or  other  property  holders  of  the  realm. 

Such  was  the  difficulty  which  King  William  encountered ; . 
but,  fortunately  for  his  fame,  he  was  a  shrewd  nuancier,  as 
well  as  an  able  soldier.  Up  to  this/time,  England  had  never 
had  a  permanent  organized  national  debt,  a  national  bank, 
or  any  regulär  and  reliable  System  of  revenue.  Grants  and 
subsidies  had  been  voted,  from  time  to  time ;  duties  and  spo- 
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cial  taxes  had  beeil  imposed;  but  theete  wore  not  fco  |l4> 
depcnded  lipon** 

Thfl  monareh  might  and  did  borxow  monev 
to  tum?,  in  great  emergencies,  but  ou  the  moat 
taguous  terms,    The  credit  of  the  government  wbb  nhm 
low,  beoati&e  ttxere  vrafl  ho  regularity  or  syßtem  iii  the  pulj. 
lic  firiances.    Ken  had  no  oonfidenoe  in  the  responribitttj 
or  punctuality  of  the  government.     William   ohang 
this.     He  borrowcd  ibr  a  speeified  period,  and  promifi« 
pimctnul  payment  of  the  infrerest  seml-aaoualh 
cipul  wiuTi  due;   and  pledged^the  public  ftxnda"  fc 
fulfilmcut  of  Iiib  promises*     Hence  the  public  securitius  wenj 
called  M  the  funda." 

He  nogotiated  loana  and  ig&uod  stock».     He  grau 
nuitiea,  upon  the  payment  of  specific  sums.     Interest  and 
principul  vrttT6   lOCUfßd  hy  a  pledge  of  1 he  public  funikar 
revenues  derived  from  varimia  aouiv. 

This  put  a  new  face  lipon  the  fmancial  aflaira  of  England: 
but  somethiug  furlher  was  deairable;  viz..  an  agenef  lj 
which  the  national  debt  would  be  readily  m&naged,  and  m 

:ti-ainiual  interost  prompÜy  paid. 

This  was  aocompltebed  hy  the  in  Corporation  of  a  national 
bankj  consislirig  of  the  holdcrs  of  the  public  stocke,  i 
aniount  of  X  1,200, 00 0, 

One  thing  more  was  wanting ;  vis.,  a  permanent  and  soft 
oiont  Inoomö,  to  meel  not  only  the  interest  ou  th 
lated  debt,  but  the  current  expeuaea  of  flu 
already  largo,  and  con&tantly  increaßiug,     To  effeet  tili»,! 
laad-tax  was  esfcahlished  ;   small,  indeod,  in  an» 
lipon  |  ßxcd  valuation,  ao  that  it.  could  not  be 
the  increasiiig  value  of  the  land. 

•  That  ihia  hm  Ikhüi  disputed,  on  Ibe  authi  fr.  Maeaob 

Wttffl  ii wäre ;  but  wi;  do  not  find  üiiy  tfdng  in  hi* 

nur  vigwb  of  the  uiibjptt.     FartiaJ  dfbrtu,  more  nt  \v&«  sueecwfftd,  fat  thf  i* 
tnbUiihnieut  of  n  Üiorough  finandaJ  sy stein  <\\  Wen  made  tfi  Rlf» 

land,  Iüdy,  and  eome  other  cuuiitrici  of  Kuro|ke;  bat  ihe  givat  work  *u 
at  leagtb  §tjcce«afiiUy  inaügurated  during  the  reign  of  William  and  Matt. 
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A  System  of  duties  on  all  imports  was  also  enacted,  and 
an  excise  laid  upon  all  home  manufactures  and  products. 
In  short,  a  System  of  indirect  taxation  was  adopted,  far 
more  general  and  effective  than  any  which  liad  before 
existed. 

Thus  was  completed  the  grand  triad  of  the  System  of 
finance,  inaugurated  by  the  English  Revolution;  viz., — 

FUNDING,   BANKING,  AND  INDIRECT  TAXATION. 

The  immediate,  as  well  as  ultimate,  results  of  the  new 
System  are  alike  remarkable  and  worthy  our  attention. 

Ist,  The  credit  of  the  government  was  now  firinly  estab- 
lished. 

It  could  borrow  more  money,  and  at  a  lower  rate  of  inter- 
est,  than  ever  before.  Men  of  small  means  could  now  loan 
money  to  the  government,  and  with  entire  confidence.  The 
whole  Community  could  be  laid  under  contribution. 
•  2d,  Government  was  enabled  to  carry  on  war  by  borrow- 
ing,  instead  of  imposing  taxes:  War  could  be  waged  with 
credit,  instead  of  cash.  Parliament  had  only  to  vote  a  loan. 
No  expenditure  need  be  stopped  for  want  of  funds,  while  the 
national  credit  was  unimpaired.  This  was  a  great  change. 
Many  a  war  had  been  abruptly  closed  for  want  of  funds. 
There  was  to  be  no  such  necessity  hereafter. 

3d,  This  course  removed  the  fear  of  immediate  and  press- 
ing  taxation  from  the  rieh,  because  the  greater  part  was 
now  to  fall  upon  the  masses  of  the  people,  who  pay  taxes, 
not  in  proportion  to  property,  but  to-consumption.  This 
was  an  agreeable  consideration  to  the  wealthy  classes ;  and 
the  more  so,  because,  as  the  public  Stocks  were  multiplied, 
better  opportunities  were  afforded  for  Investments. 

4th,  Especially  was  the  new  policy  acceptable  to  the  aris- 
toeraey,  who,  at  that  time,  even  more  perhaps  than  now, 
monopolized  the  public  offices,  and  whose  revenues  and  pat- 
ronage  were  increased  by  governmental  expenditures. 
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Wc  havc  said  that  William  bocame  involved  in  a  war  with 
France.     In  eight  years,  besidcs  expending  all  he  could 
raise  in  taxes,  lic  increascd  the  national  dcbt  from  £1,200,- 
000  to  £21,500,000.     A  peace  of  five  ycars  followed  Anne's 
accession  (1701),  during  which  five  millions  of  the  debt 
were  paid  off.     Then  came  the  war  of  the  Spanish  succes- 
sion.     The  ostensible  objcct  was  "  to  humble  the  Buurbons, 
and  deprivc  Philip  V.  of  his  crown."     This  lasted  eleven 
ycars,  and  added  £37,500,000  to  the  debt,  besides  consum- 
ing  £6,500,000  raised  in  taxes ;   so  that,  at  the  peace  of 
Utrecht,  the  national  debt  was  £54,000,000. 

In  1727,  the  House  of  Hanover  succeeded  to  the  throne, 
in  the  person  of  George  I.,  and  then  came  a  peace  of  twenty- 
six  years ;  but,  in  all  this  time,  the  public  debt  was  reduced 
to  the  extent  of  only  £7,500,000.  Why  ?  Because  it  wag 
no  objeet  with  the  ruling  class  to  pay  off  the  debt,  rince 
the  national  Stocks  had  become  the  most  eligible  investmente; 
so  the  resources  of  the  nation  were  squandered  upon  the 
court.  In  1739,  therofore,  the  debt  was  £46,500,000,  whea 
the  war  of  the  Austrian  sucecssion  took  place.  Its  specific 
objeet  was  to  secüre  the  throne  of  Austria  to  Maria  Theresa; 
and  the  debt  was  carried  up  to  £78,000,000.  Then  came 
eight  years  of  peace ;  but  the  debt  was  reduced  only  three 
millions. 

In  1756  commenced  what  was  known  in  this  couutryas 
"  the  old  Frcnch  War,"  or  "  the  Seven  Years'  War."  It  was 
caused  by  a  dispute  about  colonial  boundaries,  or,  as  the 
wags  of  thoso  days  said,  "  about  a  few  acres  of  snow  in 
Nova  Scotia ; "  but  it  evcntually  involved  a  great  part  of 
Europe,  and  the  American  colonies  of  both  France  and 
England. 

Then  followed  a  peace  of  twelve  years ;  but  only  £10,500,- 
000  were  paid  off.  The  war  of  the  American  Revolution 
lasted  seven  years,  and  carried  the  debt  up  to  £239,000,000. 
In  the  ten  years  of  peace  and  prosperity  which  followed  that 
great  contest,  the  public  debt  was  reduced  but  £5,000,000, 
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notwithstanding  that  the  resources  of  England  wcrc  largely 
increased,  and  her  ability  to  reduce  the  national  indebted- 
ness  was  ample,  if  the  disposition  to  do  it  had  existed. 

In  1793  began  the  war  that  grcw  immediately  out  of  the 
Prench  Revolution.  This  lasted  for  nine  years,  and  increased 
the  debt  to  £526,000,000.  Then,  in  consequence  of  the 
Treaty  of  Amiens,  a  period  of  ono  year's  pcace  intervcned ; 
but  it  was  only  an  armed  truce :  military  preparations  were 
continued,  and  the  public  debt  was  increased  £3,000,000. 

In  1803  commenccd  the  final  struggle  with  Napoleon, 
wliich  terminated  in  1815,  leaving  the  British  debt  at 
£865,000,000  Sterling.  During  the  twenty  ycars  following, 
£87,000,000  were  paid  off.  This  was  from  necessity,  rather 
than  choice ;  a  measure  of  policy  adopted  to  secure  the 
credit  of  the  government.  In  1835,  the  debt  was  but  £778,- 
000,000 ;  but  the  cmancipation  of  eight  hundred  thousand 
slaves  in  the  West  Indics  added  to  the  debt  £20,000,000. 
It  has  stood  at  £800,000,000,  very  nearly,  ever  since.  We 
givo  in  Diagram  No.  11,  inserted  here,  an  illustration  of 
the  facts  as  wo  have  stated  them. 

We  have  given  this  history  of  the  rise  and  p  ogress  of 
the  debt  of  Great  Britain,  as  exhibiting  the  natural  effects 
of  such  a  System  as  she  inaugurated  during  the  reign  of 
William  and  Mary.  But  we  have  shown  only  a  part  of  the 
System.  The  history  of  the  national  bank  is  interwoven 
with  that  of  the  national  debt.  It  was  inoorporated  in  1697, 
with  a  capital,  as  we  have  said,  of  £1,200,000.  As  the 
public  debt  was  enlargcd,  the  capital  of  the  bank  was  in- 
creased ;  that  is,  more  and  mo  e  of  the  debt  was  incorpo- 
rated  into  the  bank  Organization,  until  it  amounts,  at  the 
present  time,  to  £14,475,000.  This  bank,  as  before  stated, 
has  never  had  a  Shilling  of  capital  to  lend  to  the  pcople ; 
it  has  simply  held  a  certain  amount  of  the  national  Stocks, 
and,  upon  the  credit  of  these,  has  issued  its  own  promises 
to  pay ;  and  these  promises,  having  been  made  a  legal  tender 
by  Parliament,  have  circulated  as  money. 
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The  government  lias  no  interest  whatever  in  the  bank,  so 
far  as  its  profits  are  concerned ;  but  it  has  always  stood  by 
it,  su8tained  it  by  its  influence  and  legislation,  besides  allow- 
ing  a  large  annual  sum  for  its  Services,  in  paying  the  divi- 
dends  on  the  public  debt.  When  the  bank  was  obliged  to 
suspend  payment,  in  1797,  the  government  came  to  its 
rescue,  by  legalizing  the  act ;  and  the  bank  went  on  issuing 
its  notes  during  the  twenty-three  years  that  followed,  and 
sometimes  to  an  amount  so  excessive,  that  gold  was  carried 
up  to  a  premium  of  twenty-five  to  forty  per  cent:  generally, 
however,  during  this  period,  the  difFerence  was  sinall, — some 
ten  to  fifteen  per  cent.  The  last  feature  to  be  noticed  in 
this  connection  is  that  System  of  indirect  Taxation  which 
became  so  general  and  efficient  under  the  new  financial 
policy.  Duties,  as  we  have  said,  were  laid  upon  every 
description  of  forcign  merchandise,  and  excise  upon  all 
articles  of  home  production.  This  measure  was  indispensa- 
ble to  the  füll  development  of  the  System.  When  the 
masses  of  the  people  can  be  taxed  in  such  a  manner  that 
they  are  almost  unconscious  at  the  moment  that  they  are 
taxed  at  all ;  when  the  amount  taken  is  in  very  small  sums, 
so  that,  if  the  fact  were  understood,  it  would  hardly  be 
appreciatcd  ;  when  the  aggregate  amount  for  a  month  or  a 
year  cannot  be  ascertained,  except  approximately,  and  then 
only  by  long  and  intricate  calculation, — taxation  may  be 
carried  to  its  utmost  possible  limit,  so  far  as  to  leave  to  the 
poorer  classes  only  the  bare  necessaries  of  life.  Such  a 
people  may  feel  that  they  are  very  poor,  but  they  will  regard 
this  as  the  consequence  of  their  low  wages ;  they  may  feel 
that  they  are  oppressed,  but  will  naturally  attribute  it  to 
the  want  of  justice  or  generosity  on  the  part  of  their 
employers.  The  true  cause  of  their  poverty  and  suffering 
they  do  not  perceive.  The  gross  taxes  imposed  in  Great 
Britain  in  1859  amounted  to  seventy-three  millions  Sterling, 
equal  to  $14  per  head,  through  the  whole  population,  or  $70 
for  a  family  of  five  persons.     Such  a  taxation,  if  collected  at 


CHAP.  XIV.]  MODERN  FINANCIAL  SYSTEM.  869 

all,  must  be  taken,  as  it  is  taken,  imperceptibly,  as  it  were 
a  penny  at  a  time.  This  grand  System  of  currency  and 
finance,  so  fully  established  in  Great  Britain,  has  at  this 
time  become  the  policy  of  all  civilized,  and  to  some  extent 
even  of  uncivilized  countries, — funding,  indirect  taxation, 
papcr-money  banking. 


BESULTS  OP   TfflS   FINANCIAL   SYSTEM. 

Ist,  An  immeme  extension  ofihe  war  System.  Prior  to  the 
introduction  of  this  policy,  standing  armies  and  armaments 
were  exceedingly  limited.  Now  all  Christendom  is  armed, 
by  land  aud  sea.  France  leads  the  van,  with  an  army  of 
some  700,000  ;  and  each  nation  is  struggling  to  create  and 
support  the  largest  possible  military  and  naval  establish- 
ment :  and  all  this  can  be  done  of  credit,  if  need  be ;  there 
is  no  limit  to  these  prepartions,  while  national  credit  holds 
out. 

•  2d,  Universal  and constanüy  increasing  indebtedneBB.  This 
is  true  of  nearly  every  country  in  the  world.  England, 
indeed,  has  not  increased  her  debt  for  the  last  thirty  years ; 
but  almost  every  other  government  has  been  borrowing 
money  from  year  to  year,  until  many  of  them  are  as  much 
burdened  by  their  indebtedness  as  England,  because,  in 
Proportion  to  their  wealth  and  resources,  they  are  as  deeply 
involved.  France,  we  suppose,  is  really  more  oppressed  by 
taxation  than  England.  France  is  a  great  nation  of  poor 
people,  compared  with  England  or  the  United  States.  She 
has  but  a  small  m'argin  for  taxation.  The  same,  indeed, 
may  be  said  of  many  other  European  nationalities. 

3d,  Impoverishment  of  the  masses.  This  is  especially 
apparent  in  England.  What  has  become  of  that  yeomanry, 
once  the  pride  of  the  country?  Their  little  estates  have 
disappeared,  have  been  swallowed  up  by  the  terrible  System 
of  taxation  to  which  they  have  been  subjected.  The  pleas- 
ant  hedges  which  still  Surround  the  small  enclosures,  once 
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constftoting  ibe  freeholds  of  her  TeonanirT  mar  jet  he 
aeen  in  all  parte  of  tbe  coantrr.  Tber  are  tbe  momuneats 
of  an  industrioas.  brare.  and  independent  das*  of  mea, 
now  extinct.  Tbese  land»  are  iudeed  tüled  br  tbe  bands  of 
their  deäeendant».  no  longer  reomanry.  bot  peasants.  almoet 
tlie  paupers  of  tbe  nation.  Hov  »trikingly  true  this  is,  mar 
be  seen  in  tbe  fact  that  tbere  are  but  one-third  as  manj 
'-  holdings "  at  tbe  present  time  as  one  hondred  and  fiftx 
years  ago.  wbile  tlie  wealtb  and  popnlation  of  England  bave 
doubled  many  times.  Hov  this  has  been  accomplished, 
mar  be  seen  from  Statements  made  br  Professor  Leri  of 
the  whole  taxation  of  Great  Britain  for  the  rear  1&5S.* 

£73,000,000  £22,550,000  £30,930,000  £20,320,000 

From  this  analysis,  it  appears  that  the  amount  paid  bj 
the  middle  and  working  classes  is  eqnal  to  fire-serenths  of 
the  entire  rerenue,  wbile  those  who  monopolized  the  landed 
estates  of  tbe  country,  and  an  enormous  proportion  of 
it«  public  Stocks  and  circulating  capital,  paid  but  two-ser- 
enths. 

We  bave  said  that  no  large  national  debt  has  erer  been 
paid  or  discharged,  except  br  repudiation;  nor  does  it 
appear  that  such  debts  are  likely  erer  to  be  paid,  unless  the 
war  polier  of  the  world  is  changed.  All  hare  been  created 
by  war,  and  are  perpetuated  br  constant  (Jemand  for  addi- 
tional  armaments. 

The  economy  of  a  national  debt,  under  the  modern 
financial  System,  must  always  imporefish  the  produetive 
classes.  Its  entire  influence  on  them  is  oppressire.  It 
deprires  them  of  their  honest  reward,  by  a  false  currency, 
which  robs  them  of  a  large  share  of  their  nominal  wages ; 
it  imposes  upon  them,  through  indirect  taxation,  an  undue 
proportion  of  the  public  burdens,  and  is,  in  fact,  a  stupen- 
dous  enginery  for  depressing  them,  though  perhaps  not  so 

*  Levi  on  Taxation,  p.  82,  London  edition. 
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intended.  Hitherto  we  have  known  little  of  its  effects  in 
the  United  States.  Until  the  present  time,  we  have  feit 
little  pressure  from  public  indebtedness  and  consequent 
taxation ;  but  the  case  is  now  altered.  We  have  an  im- 
mense debt,  and  a  larger  amount  of  annual  interest  than 
any  other  people  on  the  face  of  the  earth.  Hence  the  great 
importance  of  understanding  the  whole  subject  of  modern 
finance  by  the  people  themselves;  for  vithout  such  an 
understanding  of  it,  however  much  they  may  sufFer,  they 
cannot  hope  for  relief.  They  must  know  the  cause  of  their 
sufferings,  or  they  cannot  apply  the  remedy. 


CHAPTER  XV. 

ON   THE  LAWS  OP  INHERITANCE  AND  BEQUEST. 

Men  die,  and  the  property  they  have  acquired  or  held  during 
their  lives  must  pass  into  the  possession  of  others.  May  the 
person  who  is  about  to  leave  the  world  say  to  whom  his 
wealth  shall  immediately  descend  ?  May  he  go  farther,  and 
say  to  whom  it  shall  descend  for  all  Coming  time  ?  May 
he  go  farther  still,  and  determine  what  specific  use  shall  be 
made  of  his  wealth  for  ever  ?  Or  shall  the  laws  of  the  State 
decide  the  questions,  —  to  whom,  for  what  purposes,  and  for 
how  long,  the  wealth  of  deceased  persons  shall  descend? 
Does  the  world  and  its  wealth  belong  to  the  living  or  the 
dead,  or  to  both  in  common  ?  If  to  both,  what  portion 
should  belong  to  each  ?  If  the  dead  are  allowed  to  control 
a  part,  why  not  all  ?  Which  party,  the  living  or  the  dead, 
will  most  intelligently  decide  how  wealth  can  be  advan- 
tageously  employed  in  production,  or  in  any  other  mode,  for 
the  benefit  of  the  living  ? 

These  are  the  points  involved  in  the  subject  of  Inheri- 
tance  and  the  testamentary  disposal  of  property,  and  are 
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important  in  an  economical  point  of  riew,  irrespectrre  of 
all  other  considerations.  These  questiona  have  been  prao- 
tically  decided  by  the  law»  and  institutions  of  society  in 
different  ages  and  countries.  Governmente  have  always 
interfered  in  regard  to  the  estates  of  deoeased  persona,  to 
such  an  extent  as  to  prescribe  limitations  and  condiüons. 
So  far  as  these  have  been  in  harmony  with  insüncts  of 
humanity,  and  the  laws  of  value,  they  have  been  beneficent 
in  their  Operation.  But  all  the  wealth,  all  the  institutions, 
all  the  interests  of  society,  should  ever  be  regarded  as  fdlly 
under  the  control  of  the  existing  generation  of  men.  Thii 
should  be  a  fundamental  principle  in  ciyil  polity ;  and,  if  law 
may  interfere  in  this  matter  at  all,  it  may  do  so  to  any 
extent  the  public  interest  shall  demand. 

Mr.  McCulloch,*  in  his  "Principles  of  Political  Econ- 
omy  "  (page  267),  says :  "  Every  man  should  have  such  a 
reasonable  power  over  the  disposal  of  his  property  as  may 
be  necessary  to  excite  his  industry,  and  to  inspire  him  with 
a  desire  of  accumulating.  But  if,  in  order  to  carry  this 
principle  to  the  furthest  extent,  individuals  are  allowed.  to 
chalk  out  an  endless  series  of  heirs,  and  to  prescribe  the 
condiüons  under  which  they  shall  successively  hold  the 
property,  it  would  be  taken  entirely  out  of  the  market ;  it 
might  be  prevented  from  ever  Coming  into  the  hands  of 
those  who  would  turn  it  to  the  best  account ;  and  it  could 
ncither  be  farmed  nor  managed  in  any  way,  however  advan- 
tageous,  that  happened  to  be  inconsistent  with  the  will." 

Mr.  McCulloch  here  recognizes  the  correct  principle ;  viz., 
that  the  interests  of  those  who  are  laboring  and  suffering 
now,  are  paramount  to  the  whims  and  caprices  ofthose  who 
have  passed  from  the  stage  of  action ;  in  ofher  words,  that 
the  earth  belongs  to  the  living,  and  not  to  the  dead.  To 
exhibit  the  enormous  abuses  and  perversions  to  which  these 
mortmain  holdmgs  must  lead,  we  need  only  refer  to  the  old 

*  Author  of  the  "  Comniercial  Dictionary,"  and  one  of  the  best  writert 
of  Mb  time  upon  Political  Economy. 
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countries  of  Europe,  England  especially,  where  millions  on 
millions  of  wealth  are  held  and  used,  not  for  the  purposes 
originally  intended,  but  often  for  the  very  opposite.  Many 
of  the  objccts  for  which  bencfactions  are  thus  made,  become " 
obsolete  or  absurd ;  yet  the  property  must  be  held  and  mis- 
used,  if  really  used  at  all. 

It  has  been  said,  that  nothing  is  more  unwise  than  to 
attempt  to  bind  posterity  with  parchment ;  and,  the  more 
enlightened  the  public  mind  becomes,  the  more  apparent 
will  be  the  utter  folly  of  allowing  the  past  to  govern  the 
present. 

Yet  the  author  just  quoted,  advocates,  with  the  most  sur- 
prising  inconsistency,  the  laws  of  primogeniture,  and  makes 
an  argument,  though  a  very  weak  one,  in  favor  of  giving 
the  whole  estate  to  the  oldest  son ! — an  illustration  of  what 
has  too  often  been  found  in  the  writings  of  English  econo- 
mists,  who  seem  generally  to  assume,  in  advance,  that  the 
laws  and  institutions  of  their  own  country  are  right,  and 
therefore  the  laws  of  wealth  must  be  made  to  appear  in 
conformity  with  them.  Mr.  McCulloch  would  probably 
never  have  been  made  a  public  officer^  and  held  $  lucrative 
position  under  government,  it  he  had  taught  the  opposite 
doctrine. 

In  some  countries,  the  laws  have  not  only  provided  for 
the  manner  in  which  wealth  may  be  disposed  of  by  testa» 
mentary  provisions,  but  have  often  ordained  that  certain 
estates  shall  be  inalienable.  Thus,  the  landed  property  of  a 
people,  seized  by  violence,  has  been  made  a  perpetual  inher- 
itance  to  the  favored  parties  and  their  descendants  for  ever. 
This  class  of  persons  has  often  been  invested  with  the 
powers  of  government ;  and  class  legislation  has  strength- 
ened  and  increased  what  force  or  fraud  had  achieved. 

So  far  as  a  class,  more  or  less  strictly  limited,  or  highly 
distinguished,  reaches  a  position  of  property  or  influence 
by  moral  perfections,  by  high  intellectual  endowments,  or 
by  successful  business  Operations,  agreeably  to  the  laws  of 
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wsafcäu  aoii  n^iier  dbe  ks*  rf  ordmary  eonfieridüa.  n  i*  not 
uk^tt  oclc  of  tbe  principu»  berebrfbce  Luid  down.  Bot  so 
tu  *k  i\  tauk  t&xiL  ptaced  arbcsrarÜT  in  die  posseaska 
#/  Ia**Z*  propertk«.  and  Li  inainiained  so  by  thvaraiig 
tte  acrlon  of  &£xaral  ktw*.  h  L§  dt  thas  remoTed  fem  tbe 
primlftr*  rufe  of  dL<rib<itiocu  and  requirÄ  to  fae  separatelT 
c*>r:Ätfler**L  We  &hall  regard  it  only  from  an  eeooomkml 
po*r;t  of  mv- 

The  nobilitie»  of  tbe  world  hare.  in  ftct.  been  fonned 
o&harid,  generaliy  oot  of  tbe  personal  (aTorites  of  tfae 
ttkonarch,  or  diütingobhed  soldiers,  by  tbe  grant  of  large 
pririfege*  and  raluaMe  estates.  Woold  this  perpetuate  a 
nobility  ''  On  tbe  one  band,  we  hare  tbe  argument,  a  priori, 
tbat  tbe  poeaenäioft  of  wealth  tends  to  secure  its  own  con- 
tinuance,  both  because  po&session  is  nine-tentbs  of  all  tbe 
pomU,  and  becaose  the  ru  inertict  is  against  a  change ;  tbat 
tbe  fainily  wbich  has  property  to-day  has  a  better  chance, 
other  tbings  equal,  to  hare  it  next  jear  or  next  Century, 
than  those  wbo  have  it  not.  Bat  other  things  are  far  from 
equal,  wbicb  introduces  tbe  argument  from  experience;  viz., 
tbat  estates  tend  to  go  out  of  tbe  hands  of  any  special 
das*.  The  forces  that  scatter  are  stronger  than  those  tbat 
hold  together,  Outside  is  a  hostility  to  the  indiTidual  ap- 
propriation,  that  never  ceases,  arising  out  of  the  desires  of 
the  eiitire  Community  for  that  particular  property.  There 
i*  not  a  seittient  being  who  has  not  the  instincts  that  would 
impcl  bim  to  Heize  it  if  he  could.  Within,  to  hold  the  gates 
againnt  tbe  assault  of  the  whole  world,  is  the  solitary  pos- 
seMMor.  Hin  strength  must  some  time  fall ;  his  vigilance, 
some  time  relax. 

Hucb,  in  a  figure,  is  the  tcndency  of  wealth  to  scatter. 
By  an  order  of  tbings  in  wbich  we  can  seem  to  see  great  be- 
nevolence,  no  family  or  class  can  secure  the  integrity  of  its 
estate.  Otherwiso,  property  would  tend  to  aggregate  itself, 
so  as  to  crush  coinpetition,  and  leave  the  greater  part  of 
the  world  destitute.     As  it  is,  the  foolish  son  dissipates  the 
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gatherings  of  the  wise  father,  and  alienates  the  lands  that 
have  been  annexed,  acre  after  acre,  by  prudcnce  and  fru- 
gality.  A  single  break  in  the  succession  of  industry  and 
economy  will  scatter  the  accuraulations  of  ages.  Thü 
lidbility  of  the  rieh  is  the  property  of  the  poor.  Just  as 
surely  as  the  lapse  of  ages  wears  down  the  craggy  moun- 
tain-tops,  to  form  the  soil  of  the  humble  Valleys,  so  surely 
do  aggregations  of  wealth  gravitate  every  hour  to  the  gen- 
eral  level. 

To  contravene  this  provision  of  nature,  the  law  of  the 
land  often  shuts  in  these  estates  by  arbitrary  enaetment 
or  judicial  Interpretation,  and  so  keeps  out  the  busy,  unre- 
lenting  competition,  which  otherwise  would,  sooner  or 
later,  bring  the  proudest  strueture  to  the  ground.  All 
such  legal  arrangements  may  be  summed  up  in  — 

THE  LA  WS  OP  PBIMOGENITÜBE  AND  ENTAIL. 

Ist,  Of  the  rightfulness  of  such  laws. 

In  the  order  of  nature,  no  man  brings  with  him  into  the 
world  a  störe  of  wealth  for  his  subsistence  and  support 
through  life,  or  finds  it  waiting  especially  for  him.  His 
means  of  livelihood  are  to  depend  on  the  inborn  faculties 
of  appropriation,  on  the  störe  of  wealth  already  existing 
from  which  these  may  draw,  and  on  the  natural  agencies 
of  produetion  which  they  may  employ.  But  if  the  latter 
conditions  are  removed,  and  the  man  is  forbidden  access 
to  the  fields  of  labor,  he  is  condemned  to  be  destitute,  in  a 
greater  or  less  degree,  no  matter  how  well  endowed,  or  how 
fully  he  obeys  all  economic  laws.  With  these  open  to  him, 
he  is  certain  of  success.  It  hinders  not  at  all,  that  all  the 
wealth  of  the  world  is  now  taken  up,  that  every  inch  of 
ground  is  possessed.  Though  utterly  without  legal  claim, 
he  is  yet,  in  his  faculties  of  industry  and  appropriation, 
sure  to  become  the  owner  of  some  part  of  it,  at  least  suffi- 
cient  for  his  wants. 
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The  tiny  tree  pushes  its  way  through  the  matted  sod.  It 
comes  out,  one  little  stem,  two  little  leaves.  The  squirrel 
looks  disdainfully  over  it.  The  ant  can  gnaw  its  trank. 
Pounds  of  atmospheric  weight  are  already  on  its  flutte  ring 
expanse.  Yet  it  Stands.  The  world  and  the  air  are  now 
absolutely  füll,  present  not  one  inch  of  vacant  Space.  The 
universe  seems  to  have  no  room  for  the  little  stranger.  Yet 
it  grows.  Simply  confiding  that  the  world  had  need  of  it, 
the  seed  broke  its  shell,  and  crept  upward  to  the  light. 
And  in  the  saine  unshrinking  faith  of  a  mission  and  of 
room  that  shall  be  provided,  it  grows,  atom  by  atom,  tili  the 
biparted  leaf  has  become  the  giant  tree,  and  takes  its  place 
in  the  crowded  universe,  with  always  room  to  grow,  and 
never  an  inch  to  spare. 

So,  in  the  state  of  nature,  man  enters  on  life,  feeble  and 
destitute,  but  with  powers  of  absorption  and  assimilation 
as  evident  as  those  of  the  tiny  tree.  These,  not  human 
charity  or  human  justice,  award  the  world's  wealth,  and 
sustain  the  lives  for  wise  purposes  created.  But,  if  the  tree 
is  planted  in  a  pot,  its  capacity  of  growth  is  dwarfed  to  the 
dimensions  of  the  place  in  which  it  finds  itself.  It  cannot 
enlarge  ;  not  because  its  vital  germ  is  deficient,  but  because 
it  is  placed  in  a  false  position,  and  deprived  of  natural 
aliment.  If  the  confines  are  too  close,  tlie  tree  starves  and 
dies. 

This  is  precisely  the  injustice  and  mischief  done  by  laws 
of  primogeniture  and  eutail.  So  far  as  they  operate,  they 
shut  off  the  industry  of  the  world  (and  the  wants  which 
that  industry  must  supply)  from  its  proper  field.  We  have 
said  that  the  liability  of  wealth  to  dissipate  is  the  property 
of  the  poor.  It  is  so.  A  man  entering  the  world  may  have 
no  claim  to  any  share  of  its  previous  gains ;  but  he  has  a 
claim  to  a  chance  at  them.  This  is  the  provision  nature  has 
made  for  bis  maintenance.  This  is  bis  inheritance.  He 
has  a  right,  at  least  as  complete  as  the  plant,  to  get  his 
growth  and  his  support  out  of  the  soil  about  him.     There 
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is  nothing  in  this  view  agrarian  or  communistic.  It  admits 
that  property  should  be  sacred  ;  but  it  asserts  that  it  should 
be  alienable.'  The  right  of  property  does  not  include  the 
right  of  the  wise  to  get  wealth,  and  of  fools  to  keep  it.  To 
shut  up  any  part  of  the  world,  for  the  benefit  of  one,  is  to 
rob  all  others,  not  of  it,  but  of  their  chance  to  acquire  it 
lawfully.  A  System  of  entail  dwarfs  all  existing  industry, 
so  far  as  it  operates.  It  has  even  proceeded  to  beggar  an 
entire  people.  There  is,  therefore,  no  economic  censure  too 
severe  for  it. 

2d,  But,  besides  the  general  objections  to  such  a  System 
on  the  grounds  of  justice,  we  meet  certain  considerations 
„  of  expcdiency  that  deserve  notice. 

(1)  The  capital  thus  kept  together  by  laws  forbidding 
alienation  is  often  so  large  that  it  cannot  be  managed  by 
individuals  for  the  best  economic  advantage.  Of  course,  a 
govemment  might  provide  for  the  preservation  of  properties 
not  excessive.  But  it  is  not  such  that  have  been  made  per- 
petual ;  and  there  can  be  no  occasion  to  lock  up,  in  this 
way,  moderate  estates.  Great  accumulations  will  be  made 
under  any  free  and  peaceful  government ;  and  it  is  neither 
the  right  of  government,  nor  the  interest  of  society,  to  inter- 
fere  to  scatter  them.  The  sacredness  of  property  makes  a 
greater  demand  than  the  mere  productiveness  of  capital. 
Besides,  this  has  been  collected,  and  is  kept  together,  by 
economic  virtues,  which  should  ever  receive  their  natural 
reward.  But  it  is  not  in  the  order  of  things  that  such  moun- 
tains  of  wealth  should  remain.  They  will  be  rent  asunder, 
or  worn  away,  in  the  lapse  of  comparatively  few  years. 

Many  reasons  might  be  given  why  wealth,  in  such  aggre- 
gations,  is  never  so  effieiently  managed  ;  but  the  assertion 
hardly  requires  proof.  We  find,  in  certain  countries,  exten- 
sive Systems  of  polygamy;  but  it  is  notorious  that  popu- 
lation  does  not  advance  as  with  those  people  where  the 
Christian  law  of  marriage  is  observed.  Monopoly  of  wealth 
no  more  tends  to  reproduction  than  monopoly  of  wives.    All 
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tfae  prj4»€e»a^ci  of  oc~  persoc.  tf*  «hau  ba"n»  ui«?  desires 
greatlr  ▼*aken*d-  Tbl*  i*  noc  die  maa.  wL.?.  -  fr*?m  tibe 
rifing  of  tte  Iark  xo  tLe  L>iziiLz  of  che  Iamb."  cofls  with 
nnrelaxed  n^rre :  to  whom  every  zain  is  a«*ifol  bread ; 
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Er»kiiieT  a*  hU  courag^  sank  in  «ii^may  oa  his  drst  plead- 
ing.  v&m&i  u  to  feel  his  children  palling  at  his  gown."  and 
§o  took  h^art  to  go  on.  Everywhere  it  is  the  band?  of 
tfae  Uttle  onesr  plncking  at  the  sleere,  tfaat  elevates  Labor 
into  heroism. 

("3^  .Such  aggregations  draw  off  an  ondne  proportion  of 
wealtb  into  loxuries.  Thb  is  the  necessarj  conseqaenee 
of  what  ha«  juat  been  exhibited ;  while  its  own  results  will 
appear  more  speciallj  in  the  department  of  M  Consumption." 
When  the  Stern  pressure  of  necessitr  is  remoTed  from 
homan  activities,  they  boond  into  a  thousand  sports  and 
caprices. 
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(4)  Such  aggregations  of  wealth  often  come  to  men  not 
competent  to  administer  them,  either  in  use  or  enjoyment. 
This  appears  in  the  very  necessity  of  a  law  of  entail. 

Under  a  free  System,  capital  is  sure  to  go  into  the  hands 
best  fitted  to  manage  it  for  the  highest  economic  good.  It 
may  pass  through  stränge  experiences,  and  take  on  many 
doubtful  forms ;  but  it  never,  for  a  moment,  escapes  from 
the*  grasp  of  economic  laws,  and  must,  at  the  last,  reach 
and  rest  upon  true  economic  desert. 


BOOK  V. 
.CONSUMPTION. 


CHAPTER  L 

DIVISIONS  OF  THE  8UBJBCT. 

There  is  a  production,  and  there  is  a  destruction,  of  wealth; 
but  the  latter  is  not  the  subject  of  scientific  inquiry.  Ite 
phenomena  may,  at  times,  be  prodigious,  terrific ;  its  effects 
may  be  most  baneful  and  grievous ;  but  there  is  no  philoso- 
phy  of  it.  It  is  all  either  unintelligent  or  malicious.  Sci- 
ence is  only  of  what  is  good,  or  may  be'made  good;  and 
of  what  is  amenable  to  laws,  either  of  human  direction  or  of 
human  comprehension.  The  flood  that  drowns  a  thousand 
farms,  the  storm  that  whelms  a  fleet,  the  earthquake  that 
shakes  a  city  to  the  ground,  are  not  so  important  to  the 
eye  of  philosophy  as  the  difFerence  between  yesterday'8  leaf 
and  to-day's. 

It  is  not,  therefore,  with  wealth,  as  disposed  of  in  destruo- 
tion,  but  in  consumption,  that  we  have  to  speak. 

Consumption  is  the  use  of  wealth.  It  is  precisely  the  con- 
verse  of  production.  If  production  were,  on  the  one  band, 
the  creation  of  an  articlc,  consumption  would  be  its  annihi- 
lation.  But  as  human  labor  cannot  bring  one  atom  into 
existence,  so  neither  can  it  retuni  one  to  nothingnew. 
Since  man's  efforts  expend  themselves  in  arranging  matter 
into  certain  desirable  forms,  so  man's  satisfactions  do, 
directly  or  indirectly,  soon  or  late,  exhaust  those  properties 
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or  peculiarities  of  form  that  have  been  imposed  on  matter ; 
and  leave  it,  in  the  act  and  for  the  time,  vacant  of  the  ele- 
ments  of  value.  This  result  is  reached  in  the  consumption 
of  wealth. 

There  can  be  no  use  of  wealth,  without  this  change  of 
form ;  while  the  merest  change  of  form  oftentimes  answers 
all  the  conditions  of  consumption.  This  consumption  may 
be  for  any  purpose, — for  luxury,  wastefulness,  or  reproduc- 
tion  ;  may  be  within  any  time, — from  the  slow  wear  of  the 
precious  metals  to  a  perishing  that  is  almost  simultaneous 
with  the  making ;  may  be  in  any  degree,  —  from  a  total  dis- 
appearance,  as  when  wood  is  burned,  to  a  change  which  the 
most  practised  eye  can  hardly  detect. 

In  the  economical  sense,  iron  ore  is  consumed  when  it  is 
wrought  into  chains  and  bars.  These,  again,  are  consumed 
when  they  are  arranged  into  a  bridgc,  though  each  may  still 
retain  its  Single  shape.  And,  when  the  bridge  has  been 
worn  out  in  time,  it  is  said  to  be  consumed,  though  it  still 
remains  as  an  elepient  in  all  articles  which  have  received 
value  by  carriage  over  it. 

Each  one  of  these  changes  is  an  act  of  consumption ;  and 
at  each  the  character  of  the  change  determines  the  new  state, 
and  the  result,  both  in  individual  or  national  wealth.  At 
each,  there  is  an  application  to  a  new  purpose,  and  a  new 
economical  direction  is  imposed. 

While  the  iron  remained  in  bars,  it  was  liable  to  be 
wrought  into  a  bridge,  as  it  was ;  or  into  ploughs,  for  the 
tillage  of  the  earth  ;  or  into  weapons,  for  the  destruction  of 
man.  When  it  was  directed  to  one  of  these,  a  new  object 
was  produced :  it  was  consumed ;  not  annihilated,  but 
changed  in  its  form  and  purpose.  It  is  evident  that  the 
effects  on  society  and  on  industry  would  be  vastly  differ- 
ent,  as  one  or  the  other  of  these  directions  should  be  taken. 
The  bridge  itself  might  be  used  for  facilitating  commerce, 
or  for  transporting  armies ;  and,  in  each  case,  the  new  appli- 
cation would  be  a  consumption  of  the  article,  the  new  pro- 
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öiict  and  ihe  new  resiih  in  irraLhih  foräng  derenmned  in  the 

ahoi'/r  of  XL^e?  ic»  vLicL  rr  should  te  pm- 

Tbe  seed  if  c-.»iisii2ned  vbeii  it  i>  iQamed  in  "die  croond 
to  \*rin£  f.«rü:  aa*  hriidreo-fcüd.  T^i*-  orir  15  cansuiDed 
viel-  :*  rcef  cc  ii  smrie. 

Sut-i  :vQ5iL2ii:iTi;a:  of  ▼«e&hih  5«  rcmsaLiiilT  takmr  place  in 
LijfTisirifcZ  s:«räTr :  ll»c  ir.  irdf  lirin  w*  *»ee  tb*  £t?.m  imjor- 

TXIr.-r    -.f  Tbr   P'rlliCI'.iJef   ▼*£:£.    ri'^STL   :tl   tLi$  ärJ*Lri2DeXit : 

vL^i  rj.'iLfrciiiiif  -5-:»:-i«-:ci*  trr  zu» 5^  k  ftach  cäiÄnire  of  tbe 
f:«rz:  in::».»*ei  Vy  lt:or  :•::  niK^er :  b?v  Äe  Tekhi  of  the 
v.«rli  ^•ef'ZT  >r  i?ir^.  wiih  ib*  nev  iirs»nicci  crren  it- 
Ahbi^iri  fo^:  ^->Lfcz:X':'i  rrcef  ihr  znc«-  sk*irlr  in  some 
insiic^s  iixz.  zz.  :?J>r?^  t:  «esz*?  *.:  iz=«?  to  :•?  iadefi- 
r:>-2j  5^LjfL  y?:  :•  if  rr^r  ihK  v*iht  sas  rs  cefDeraxk»*, 

Ür  Tbr  Th*r  >:  ZÜZ  :  ihi*.  1^  5*  I-3QT  *  TZ=>*,  4Ü  ih?  prestnt 

«Kczrzliä.c:«  *:f  It.:»:^  vll  Lst^  Tire^ät-i  rfiÄT« :  and 
thx::  r:t.c  TLe  Tc\-Tis:c  r^jsir  :".-r  recrarz^rc  inZ  -5fj«d 
ib?  o«-irä:«L  :f  ibe  fmzre-  Tz~  ^:tj1  zl:äi  :e  Äxfcd 
fzll  .f  lÄf^l  tz.-I  :rr^::if  r:»:«L^  jf»  ~:t^:— e  fe*r-2y  in  len 
y*arf.  jjli  \*z-j?rLz:-j  t::L1^  if  Lif-r  .f  ^i-.  A^i  n:c  yzlj 
äf  Tbe  grary  :•:  :'.!^l  j^i  "±.»7  =.-:▼  firfrärc  :f  Tiül  iziror- 
ta^:e :  et:4: ::  :>  m*i-r  •?*.  fr^: --r^::j.  i^  5?i^  =LiZrr«ii^-:^is 

wfe>i  5fc;cl-I  ■mcäI  :*  bii»  iz.  LzL^r^sc  4;  ?c?^.  xnd  a 
£fficalrr  r«ij':c-I  db:^e  ▼bi«:h  *teL:q£  *:•  ±zj  :-±?*r  pürc  c* 
poimcal  wx-ühit. 

It  ▼oald  c»?  i2ir«:i?s5^t?  so  ^it»?  a  ^raaI•:^^I•?  oc  aü  che  »if^- 
tnurc  act»  of  •x-n>naii-&:a  tfca.:  nk«*  place  iz.  Ä»  zarrrTesc 
fiebi  and  in  thi?  *fcoro?sc  dnw.    In  aif-zhc  be  "Jt»»!!  rmp«?est- 

or  ended :  so  zhnL.  If  the  $*:ien«:e  iecen«ie«l  «?n  decermming 
tbem  accxirately,  we  «faoobi  be  ß?rce*I  to  oi<»e  oor  isquiries 
tt  oncer  aa»  oseless.  Xo  eye  can  -iewet  cheLr  pnjeesses :  no 
Aongfac  can  reach  down  to  the  real  ^prln^  of  eo?aomical 
Kfe.    Bat  we  caa  find  in  the  seneral  resalt^  as  eher  wme 
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out  in  national  or  individual  experience,  enough  for  practical 
instruction  and  guidance. 

We  cannot  see  the  grain  grow,  or  fix  its  daily  increments ; 
yet  we  know  the  fact  of  its  growth,  and  can  study  the  condi- 
tions  of  its  best  development.  So  we  cannot  mark  the  peri- 
ods  of  wealth,  or  note  its  phases ;  yet  in  its  great  harvests 
we  can  see  the  kindness  or  unkindness  of  the  soil,  the  re- 
freshing  of  the  showers,  or  the  parching  of  the  drouth. 

To  employ  ä  figure :  Exchange  and  distribution  form  the 
trunk  of  the  tree,  between  the  two  branching  worlds,  above 
and  below.  Through  that  narrow  compact  body  passes  all 
that  the  intricate  web  of  roots  has  to  give,  the  product  of 
their  silent,  humble  work ;  all  that  the  interlacing  limbs  and 
boughs,  niore  fortunate  and  conspicuous,  have  to  spend. 
Below  is  the  world  of  production,  where  myriad  agencies 
appropriate  and  assimilate  the  properties  of  the  soil.  Above 
isthe  world  of  consumption,  where  is  given  off,  in  every 
variety  of  foliage  and  flower  and  fruit,  of  use  and  beauty, 
what  has  been  long  and  patiently  gathered. 

The  consumption  of  wealth  may  be  regarded  as  of  four 
kinds, — mistaken,  luxurious,  publifc,  and  reproductive.  We 
shall  speak  of  them  in  that  order. 


CHAPTER  H. 

I.    MISTAKEN   CONSUMPTION. 

What  shall  we  do  with  that  large  class  of  industrial  ac- 
tions  which  bring  no  reward  to  those  who  perform  thenj  ? 

We  find  labor  and  capital  applied  with  the  purpose  of 
reproduction,  but  without  result.  And  this  not  occasionally ; 
but  the  share  of  failures  can  almost  be  determined  with 
certainty,  and  is  found  to  bear  no  inconsiderable  proportion 
to  business  enterprise  the  world  over.  Indeed,  in  some 
occupsttions,  entire  success  forms  the  exception. 
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vrfv-"«:  15  w*  tiTfa«:  -Jb*  Li«': -TT  vf  zatLj  :.f  ^b?  nwe* 
fstjr~rjti-'^-z  ^jLr:Jj*LZLr.~-~j*.  tt^  kaZ  ±i*i  teks  raaf^g  ax 

&&£  r^:.^:  «ystf:  rra:..  or  oorp«*öxL.  ai>i  SsaHj  went  to 
jät  ui^  or  oSic*  r*rni.  SacL  Li*  ««i  the  fe*e  of  manr 
of  ifc*  failfofcd*  of  th&  Cai;*d  States :  so  mach  so.  tfaat  h 
ha*  i&**A  'um  &  prorert/  that  *u*:h  stock  011154  W  sank  ooce 
U>  pay  at  all.  A  railroad  U  estabÜÄhed.  Starts  with  brilliant 
]ß<r*\&:U.  and,  after  a  descending  coorse  for  a  few  years, 
arriv^-»  at  bankfuptcy.  Even  so.  when  the  stock  can  be  bad 
for  nothing,  it  may  not  pay  for  ninning.  and  lies  idle,  or 
half  ran.  ßut  perhaps  the  industry  of  the  country  takes 
a  imddeii  htart,  or  piiMhes  up  gradually.  finds  the  old  track 
thfcr*:,  and  demands  that  its  goods  be  carried  to  market. 
Th«  t:x\*:riitifAit  im  made ;  and  soon  the  road  is  worked  to  its 
utuioat  capacity,  enriching  holdere,  who  had  forgotten  the 
exbttence  of  their  stock. 

The  Main«  thing  occurs  frequently  in  the  conrse  of  indi- 
vidual  lüiterpriMes.  Men  undertake  great  matters,  launch 
into  im  tue  tute  expensett,  and,  aftcr  sinking  the  füll  amount 
of  tli«ir  cupital  and  credit,  stop  hopelessly.  The  works 
fitand  idle  and  melancholy  for  years,  tili  some  new  industry 
or  Home  Mhrewdur  manager  takes  them  at  half  cost  or  for 
nothing,  and  gets  a  fortune  out  of  them. 

Whon  one  of  the  latcr  emperors  would  build  a  monu- 
mont  of  Ihm  achicvements,  he  was  forced  to  use  fragmeuts 
of  older  architecture ;  and  so,  history  teils  us,  the  head  of 
Trajan  frowned  from  the  arch  of  Gonstantine.  Many  a 
modern  fortune  ia  pieced  out  of  the  wreck  of  earlier 
industry. 
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This,  of  course,  presents  only  the  best  view  of  such  mis- 
taken  Investments.  There  are  cases  where  industry,  instead 
of  Coming  back  to  re-animate  the  lifeless  body  by  sudden 
movements,  forsakes  even  the  habitations  it  has  delighted 
in  ;  and  the  machinery  of  to-day  becomes  old-fashioned 
and  useless  under  the  surprising  inventions  of  to-morrow. 
Every  locality  has  its  "  folly,"  named  from  some  helpless 
adventurer,  who  undertook  more  than  he  could  carry,  and 
which  has  reached  a  death  from  which  there  is  no  resurreo- 
tion.  Long  lines  of  railroad  stretch  across  the  country, 
forsaken,  apparently  for  ever,  of  passengers  or  freight. 
Mills  and  factories  stand  tenantless  tili  they  crumble. 
These  only  enumerate  the  gigantic  failures  of  industry; 
while  the  amount  of  labor  and  capital  misapplied  in  ordi- 
nary  ways  is'beyond  computation.  The  three  causes  for 
these  industrial  misadventures  are  as  follows:  — 

Ißt,  Capital  is  fallible  in  its  calculations.  Plausible 
schemes,  based  on  views  that  are  partial  or  temporary,  draw 
even  the  ablest  financiers  into  such  investments.  It  would 
be  out  of  reason  that  such  errors  should  not  be  committed, 
even  with  the  keen  scent  of  personal  advantage  and  trained 
Observation. 

2d,  Extravagance  is,  however,  the  prime  cause  of  busi- 
ness  failure.  Men,  in  originating  enterprises,  sanguine  in 
feeling,  and  exhilarated  by  the  possession  of  large  capital, 
almost  invariably  indulge  in  a  scale  of  outlay  which  the 
return  does  not  justify.  They  find  it  unpleasant  or  undig- 
nified  to  omit  any  thing  from  the  completeness  of  preparation 
out  of  considerations  of  economy.  The  result  is,  that  the 
expense  of  starting  drags  on  them  through  the  wholc  course, 
and  perhaps  ruins  them.  They  are  kept  down  all  the  time 
by  the  original  outlay,  and  oftea  have  to  vacate  their 
magnificent  establishments  for  the  entrance  of  parties  who, 
getting  them  at  half  price,  can  afford  to  keep  and  work 
them. 

3d,  Another  reason  is  found  in  those  accidents  or  great, 
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öfVr^xmiei;>  w'iü'A.  iruiififer  inisiiigfifc  front  tm*  aem  rm 
auvca*:-  jub*:  t*  vt-jit  jp^   r,n  viä.  nc-  *p;«rai£i    aase. 

'%*.&?*  tiiii  T--.»;tj'jL  irm:  Llgi  ;il  "dit  li.mjtirL  buk. 

jka-i.:*  .<?  Ä/x»r  *j^  i&.;cu^  2:     äaII  iiiCi^zy  ctrrr  Utas  üh 

«/,Cj>:  *uJii«r  V/Hic  v-   "LLit^  -       P-ÜttiAl  ttd.CiifllX  bt?t  !*££$  & 

i«r*<»^  i?vc_  *Jjr  l-r^lk.:i>L  l-j  -»-lirrL   ;ct"rrtf»nL5  Are  ->ax- 

4t'^vc>  i^pii^fL  >  l/>:  -:a;iiÄi  :  '^jh  :»  icssj  t**  stroek.  oqi 
of  «.*  wijwLZ  <£  t±&  vor  L'i**  ^»j»>i*.  &>  i«  r*ckoc*ed  ehber 
«*  >/«*  or  l'ixurr.  tVLfctever.  iraa.  ü.t  f^uiäe.  faä»  to  rw- 
<fiii.\p'.M*z  it*  ofitUv.  thoujzL  it  3üj  *t£H  hav*  ?<»me  Utility, 
Lt  t//  r>r  t:otLJii'L*:r**l  ^a  so  miich  added  to  the  commoo 
bgtzu'zi'z*  ht  #}*:i<zty.  If  any  thing  eoaie»  out  of  it,  this  is  to 
\*z  t'jMUt/A  ha  äo  rnuch  rweived  fp>m  the  zratuitous  gift»  of 
fi&tun:.  Whofcv»;r.  by  fehrewdnes»  or  chance.  has  possesäion 
of  th*;ia,  i*  fortunaf:.  A  canal  or  railroad,  whotse  stock  has 
bfc»:u  onw:  »unk,  »tanda  in  just  the  sanie  relation  to  political 
econoiny  an  do  riv^rs  and  natural  causeways,  which  faciü- 
tati:  trav«;I,  and  runder  production  easy,  but  are  not  capital, 
In  ihn  ücittiitific  gemse  of  the  term. 


CHAPTER  m. 

n.   LUXÜRI0U8  CONSÜMPTION. 


Luxuby,  —  what  is  it,  and  what  are  its  effects,  economically 
conaidered?  Noah  Webster  defines  it  as  "a  free  or 
extravagant  indulgence  in  the  pleasures  of  the  table,  as  in 
rieh  w  Ines  and  expensive  diet,  or  deliciom*  food  and  liquors; 
voluptuousnoMM  in  the  gratification  of  the  appetites,  or  the 
free  indulgence  in  costly  dress  and  equipage."     We  mußt 
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give  a  far  wider  definition  for  our  purposes,  in  the  science 
of  which  we  treat.  A  fiue  house  is  certaiuly  as  much  a 
luxury  as  fine  clothes  or  costly  wines  ;  so  are  statuary  and 
paintings ;  so  are  a  vast  number  of  articles  of  common  con- 
sumption  in  every  condition  of  life.  It  is  quite  clear,  too, 
that  what  would  be  esteemed  a  great  extravagance  in  the 
royal  establishment  of  Dahomey  would  be  far  otherwise  in 
the  humblest  dwelling  of  Europe.  The  wigwam  and  the  cot- 
tage  exhibit  very  different  phases  of  luxnry.  The  loathsome 
poisons  of  "  Gin  Lane  "  are  as  truly  luxuries,  perhaps  in  the 
sense  of  Webster  more  so,  than  the  "rieh  wines"  and  "deli- 
cious  liquors "  of  the  palace.  Idleness  is  a  cheap  enjoy- 
ment  in  some  spheres  of  life ;  but  many  a  seamstress's  wealth 
cannot  buy  her  the  time  to  weep. 

"  My  teare  must  8top,  for  every  drop 
Binders  needle  and  thread." 

It  is  apparent  that  a  specific  definition  of  the  term  "  lux- 
ury  "  is  impossible ;  yet  we  can  give  a  general  formula  that 
will  be  sufficient  for  our  purpose.  Luxury  in  the  Commu- 
nity is  indulgence  in  those  expenditures  which  are  beyond 
the  reach  of  the  great  mass  of  the  people :  luxury  in  the 
individual  is  indulgence  in  those  expenditures  which  are 
beyond  the  strict  necessities  of  maintenance,  aecording  to 
the  customs  of  the  social  or  economic  class  to  which  he 
belongs.  It  is  not  luxury  fbr  the  ambassador  of  a  nation 
to  pay  thousands  of  dollars  for  a  great  disagreeable  state 
carriage,  if  the  etiquette  of  court  prescribes  it :  it  ü  lux- 
ury for  a  laborer  to  pay  five  cents  for  a  ride  to  his  work,  if 
be  could  as  well  walk. 

Of  course,  this  Standard  will  vary  in  different  countries, 
the  inhabitants  of  one  being  able  to  command  many  indul- 
gences  which  are  denied  to  others.  The  luxuries  of 
Europe  are  daily  fare  in  Asia,  while  articles  of  common  de- 
cency  in  an  Irish  hovel  are  unknown  in  the  court  of  Delhi. 
Nor  only  this :  the  scale  of  luxury  changes  with  every  year. 


SSb  0QKSOEPHQK.  [IKK  T. 

Thot*  article*  vliidi  in  uiie  generation  indic&se  wealih, 
bet\uutr  common  jji\»}*tit  in  tL*  uert.  Thk  resulis  fram 
ibe  gwier&I  }tf\^rt*ä<  of  t^ickir  aua  tht  oanscam  advaiKse  of 
ecxiuviink-  }hw?j*.  A>  jc\*duoiivai  ri&e*,  il  Cover*  xbe  manu- 
n»e.LLi>  of  t*rürj  u^w  .-r  crüiideiir- 

TLt-  dirtn'ikci.  wo.  vif  hixurii»^  oansmnjitiün  T&ries  isick 
üic  culiurt*  *nd  liir  ^lir&ü^di  ^f  zhiiae  üu*  i-o  iudnlge  in  iL. 
Li  oii*  drei*,  h  will  nn»  I-.  iKtr^e*  &iid  kotnds :  iii  ibüther, 

»TLiüi-vÄLrv :   o;Jjfr>,  w  drs»  &iiä  t^ul^we;  inare,  soll, 


a  m&zzxc  *jf  sri?.*:*.  ^.«.'j.  .r  s&äc  :  ";cs  rs  I-xinrieÄ.  d>3*?e 
thiic£$  vLJch  l;  mj  vr  olit  1^*  Lät^  <ii±£eft*i  ea^r^ij,  &r 
tibrÄr  kiXi.<i  *L.d  silier**:-  ^«;l  su^ral  az.d  laceltecsuAL  c&rac- 

Äüli/Jiiül  «ävilLcadocu 

1ät  D»/  liXTjriwj  »ürwdj  •?n*.4oar*Ä  tndiiÄry  ? 

W«  sball  r*ach  che  crath  «j{f  this  by  LHu^tradoiis.  When 
William  IV.  canie  to  che  thrvae  i.»t"  Ehj&iel<I,  he  erwted  & 
tower  at  otbs  of  the  encrances  *j!l  die  palace  where  he  nunie 
hi*  re*iden<:e.  It  ^i**c  #Jwj>Jö.  There  was  elo  preceace 
«f  Utility  irhatever  La  cht:  buiMing.  It  was  pure  laxurj.  It 
wa*  aa  «el^j^iaC  ^tnicture.  Ic  ^rdtilieil  che  moaap^h*»  Gißte. 
It  Wft*  hi^hly  (jrnameacal  Co  che  ca^tle  and  che  sroondd^ 
What  wo*  the  e«:oaomii:aI  effect '!  Thü  erectioa  gare  em- 
plojmenC  ti>  mechaoii:^  aud  Liijore» :  it  maide  a  call  fbr 
mAteriaL*uud  archicetitural  .-»kill :  Lt  made  trade  brisk  in  die 
neighb^rhi>j«L  Vi  ha  Lt  thereture  beneiicial  i  Suppoi»e  u 
had  accorded  tnore  wich  hL»  maje^ty's  views  to  cake  che 
Mme  moaeyr  and  wich  Lc  erect  two  htuidred  coctages  on  che 
crown  Iandi*y  at  an  expende  of  ii^öOO  eaeh.    Thia  would 
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have  called  for  as  much  labor  and  materialg  as  the  tower ; 
would  have  given  as  great  an  impetus  to  trade.  At*the 
same  time,  it  would  have  brought  into  existence  comfortable 
residcnces  for  the  families  of  two  hundred  laborers.  If  the 
cottages  were  rented  at  a  moderate  rate,  the  income  would 
be  equal  to  a  fair  interest,  and  the  dwellings  would  stand 
for  generations,  a  valuable  propcrty,  conferring  happiness 
and  comfort  on  a  thousand  people. 

But  there  is  more  to  come.  We  said,  "take  the  same 
money."  What  money  ?  Whose  money  ?  Now,  in  argu- 
ments  for  govermental  luxury,  it  is  always  assumed  that 
the  money  is  in  the  treasury.  But  how  came  the  money 
into  the  public  coffers  ?  Who  furnishes  the  money  ?  The 
sober,  steady  industries  of'the  country.  The  money  to 
make  King  William's  tower  came  from  Leeds  and  Shef- 
field and  Manchester.  It  encouraged  one  class  of  artisans. 
True.  Whom  did  it  discourage  ?  A  class  that  is  always  out 
of  sight  in  such  reckonings,  —  the  class  that  pays  the  taxes. 

Then,  so  far,  it  only  amounts  to  changing  the  capital  of 
the  country  from  one  band  to  another ;  employing  one  class 
by  turning  off  another ;  a  changc  that  is  never  made  with- 
out  distress  and  loss. 

There  is  still  more  to  be  said.  If  the  wealth  had  remained 
in  the  hands  qf  the  manufacturer,  say,  it  would  have  been 
capital,  and  supported  workmen  this  yeaj.  So  has  the 
tower.  But,  in  the  latter  use,  next  year  it  will  be  no  longer 
reproductive ;  while,  in  cotton-spinning  or  land-draining,  it 
would  grow  with  every  day,  and  furnish  unfailing  employ- 
ment  for  labor.  A  thousand  dollars  spent  in  luxury  will 
pay  a  thousand  dollars  of  wages  (less  certain  little  items). 
A  thousand  dollars  emphyed  as  capital  will,  in  ten  years,  pay 
twenty  thousand  dollars  of  wages.  Such  is  the  difference 
in  results. 

A  similar  instance  is  that  of  a  man  expending  ten  thou- 
sand dollars  on  an  enlargement  of  his  house  for  purposes 
of  grandeur  or  enjoyment,  or  laying  it  out  in  draining  and 


...  •■  :-i\  und  irood  for  lii\;. 
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wealthy.  These  desires  create  wealth.  It  is  not  the  gifts 
of  nature,  nor  the  constraints  of  law,  that  heap  up  the 
Stores  of  value.  It  is  the  force  with  which  man  moves  to 
production,  wholly  determined,  as  that  is,  by  his  economic 
desires.  The  luxury  of  European  courts  has  no  elevating 
influence  upon  the  masses :  quite  oüierwise.  Robbcd  to  fur- 
nish  the  means  of  others,  they  are  hopeless  of  ever  attain- 
ing  to  such  fortune  themselves.  But  where  the  grades  of 
society  are  fixed  only  by  differences  of  natural  endowment, 
and  so  are  moderate  and  regulär,  rising  by  easy  steps,  the 
entire  population  becomes  inspired  with  the  purpose  of 
reaching  a  higher  position.  In  such  a  state,  the  imaginär 
tion  can  hardly  run  ahead  of  wealth. 

We  have,  then,  attained  the  principle,  that  luxurious  con- 
sumption,  while  it  directly  gives  no  help  to  industry,  but 
rather  spends  in  one  hour's  enjoymcnt  the  provision  of 
months  or  years,  may  yet,  by  its  influence  on  man's  desires, 
create  a  productive  force  which  shall  mako  its  extravagance 
seem  economy,  its  waste  appear  frugality  itself. 

But  this  is  only  true  of  harmonious,  temperate,  and  well- 
proportioned  luxury.  There  are  indulgences,  great  courses 
of  indulgence,  which,  while  they  excite  momentarily  to  pro- 
duction for  the  means  of  gratiflcation,  do  yet,  by  their  certain 
and  inevitable  effect  on  the  physical  and  mental  powers 
of  the  individual,  by  their  demoralizing  and  perverting  influ- 
ence on  the  Community,  prostrate  industry,  and  overturn 
the  foundations  of  the  state.  Many  as  are  the  unfortunate 
possibilities  which  attend  upon  production  and  distribution, 
they  are  all  inferior  in  interest  to  the  momentous  decisions 
of  consumption  ;  and  here  in  luxury,  as  we  find  the  spring 
of  all.beneficent  activity,  we  also  find  the  root  of  all  eco- 
nomic evils.  So  vast  and  so  important  are  the  issues  here 
involved,  that  many  of  them  are  taken  away  from  the  politi- 
cal  economist  by  the  statesman  or  the  moralist.  We  do  not 
propose  to  follow  these  principlcs  into  all  their  results ;  con- 
tent with  only  indicating  their  starting-point  and  directum. 
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Such  is  luxuriouß  consumption,  in  its  definition  aud^ 
general  principles.    We  shall  further  discuss  the  degre^  . 
which  it  is,  or  may  be,  carried  in  any  Community. 


1 


CHAPTER  IV. 

05  THE   DEGREE  OP  LUXCBIOÜS  C0N8UMPTI0N. 

We  mistake,  if  we  attribute  luxuries  to  the  rieh  alone. 
It  is  estimated,  on  the  best  authority,  that  of  the  taies  ptid 
by  the  laboring  poor  of  England,  out  of  every  twenty-one 
Shillings,  eleven  Shillings  and  fourpence  were  paid  for  what 
was,  in   the  economic  view,  not  necessary,  and,  in  the 
sanitary  view,  not  beneficial.    If  we  estimate  tlie  amoont 
expended  for  luxuries  by  the  corresponding  class  in  out 
own  country,  we  shall  find  it  as  much  greater  as  nature  is 
more  liberal,  labor  more  free,  taxes  lighter,  and  the  working- 
man  more  ainbitious  and  sanguüie ;    while,  if  we  turn  t*> 
France,  we  find  the  proportion  much  smaller;   yet  e?ö** 
here  the  laborer  has  his  holiday,  and  bis  theatre  or  fair. 

Paradoxical  as   it  may   sound,  it  may  be  said  that       • 
certain  amount  of  luxuries  forms  a  part  of  the  necessaK^ 
wages  of  the  laborer  in  these  countries.     Indeed,  it  is  tnjmi 
of  all  countries ;  for  the  human  mind  and  the  human  Ixxüj 
will  have  rest  and  recreation  in  some  form.     Man  is  not  äJJ 
laborer.     Some  indulgence  is  the  demand  of  that  part  oi 
his  nature  which  looks  out  on  another  field  than  prodixo 
tion  and  accumulation.     And  in  this  light  we  see  the  vasf 
importance  of  such  social  and  moral  influences  as  shall 
determine   tlie  laboring  classes  to  thosc  relaxations  and 
amusements  which  really  refresh   both    mind  and  body, 
and  elevate  the  whole  tone  of  being.    If  we  mistake  not, 
a  mighty  industrial  revolution,  that  promises  effects  more 
searching  and  permanent  than  many  illustrious  victories  in 
arms,  is  now  being  aecomplished  by  tlie  divergence  in  taste 


CHAP.  IT.]  LUXUBIOUß  CONSÜMPTION.  893 

aiid  am^sements  of  two  nations.  Great  Britain  has,  thus 
far,  maintained  supremacy  iu  usefiil  aiid  ponderous  manu- 
factures;  while  the  artisans  of  France  have  been  almost 
alone  in  the  department  of  elegant  and  delicate  fabrics. 
But  the  signs  are  clear  that  France  is  rapidly  rising  into 
superiority  in  the  former  class  of  industries,  and  may  yet 
attain  the  primacy  throughout  the  world.  The  French 
workman  is  so  economical,  not  only  in  his  personal  habits, 
but,  in  handling  materials  and  tools,  has  such  generally 
correct  and  wholesome  tastes,  and  is  so  simple  in  his  wants, 
that  his  work  is  cheap  as  well  as  efficient.  On  the  contrary, 
the  Euglish  laborer  seeks  more  and  more  the  delusive  relief 
of  strong  and  ilnpure  liquors,  and,  by  this,  adds  so  much  to 
his  expenses,  and  takes  so  much  from  his  power  in  produc- 
tion,  as  to  place  him  at  a  real  and  increasing  disadvantage. 
It  hardly  admits  of  question,  that,  if  the  present  causes 
operate  for  twenty  y$*ra  to  come,  the  close  of  that  period 
will  find  the  most  mercurial  and  sensitive  people  of  the 
world  enjoying  the  supremacy  of  its  weighty  and  usefiü 
manufactures. 

National  taste  determines,  in  a  great  measure,  the  de- 

mands  of  wages.     It  is  only  required,  by  our  present  ob- 

ject,  that  we  take  a  good  look  at  the  luxuries  of  the  poor ; 

not  by  any  means  grudgingly.     Indeed,  we  may  ask  why 

laborers  are  not  everywhere  allowed  more  tiine  and  means 

for  enjoyment,  outside  the  dull  routine  of  work  and  the  dry 

subsistence  of  life.     It  is  a  wise  and  Christian  statesman- 

ship  that  seeks  to  enlarge  the  simple  pleasures  of  the  poor. 

It  is  a  capital  charge  against  despotism  in  every  form,  that 

it  breaks  down  the  power  of  the  humbler  classes,  to  claim 

them.     As  the  intelligence  of  laborers  increases,  and  their 

j>olitical  franchises  extend,  they  will  assert  a  larger  share 

of  the  products  of  industry ;  and  very  much  of  Ulis  will  go 

*-ö.to  what  we  call,  not  invidiously,  luxuries. 

But  it  is  with  regard  to  the  richer  classes  that  the  ques- 

^on  of  luxuries  becom,es  especially  important.    The  amount 
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of  wealth  directed  to  these  objecto  can  hardly  be     <>T. 
estimated. 

The  excise  and  customs  authorities  of  Great  Britaja  re- 
cently  made  an  attempt  to  ascertain  the  shares  of  cerfcaia 
articles  consumed,  severally,  by  three  classcs  into  which 
they  divided  the  population  of  the  kiugdom.     The  resul  t,  is 
ßhown  in  the  following  table  :• — 


Cltn. 

.Ptnoo*. 

TlUIBIIIBIlJ 

8of«r  nanMMMi. 

Ißt,  Upper  . 

.     1,000,000 

\1\  per  cent. 

22|  per  oe*t. 

2d,  Middle 

.     9,000,000 

38 

38         „ 

8d,  Lower . 

.  18,000,000 

44*        „ 

391       n 

28,000,000 

100 

100 

In  these  simple  articles,  which  are  almost  included  in 
the  strict  necessaries  of  life,  we  see  the  great  excess  of  t:-Äe 
expenditure  of  the  upper  classes.  When  we  rise  to  take  ia 
Services  of  plate  and  sets  of  jewelry,  galleries  of  pictuares 
and  parks  of  deer,  studs  of  horses  aad  packs  of  houuds,  ^re 
shall  be  impressed  with  the  immensity  of  outlay  devote*  to 
the  luxuries  of  society. 

We  are  not  surprised  to  hear  that  at  Borne  "  almost  ajiy 
profession,  either  liberal   or  mechanical,  might  be  fouiici 
in    the   household   of   an   opulent   Senator;" f    that    one 
thousand  barbers,  one  thousand  cooks,  and  one  thousaud 
cup-bcarers  were  employed  in  the  imperial  service  of  Con- 
stantinople,  while  the  cliief  cook  had  a  retinue  of  tweuty 
menials;    that  the   baggage   of   a  Persian   monarch  was 
carried  by  twenty  thousand  cameis,  even  in  campaign ;  that 
Zingis    Khan   maintained  seven  thousand   huntsmeu  and 
seven  thousand  falconers ;  that  the  revenue  of  two  thousand 
villages  supported  the  temple  of  Sournat ;  that  four  cities 
were  allowed  for  the  personal  expenses  of  the  dogs  of  a 
royal  establishmeut ;  $   that   the   household  of  Philip  II. 

*  Levi  on  Taxation.  t  Gibbon. 

t  The  poodle  of  the  Empreu  Li  via  leemi  to  have  been  neglectecL  If  the 
authorities  may  be  accepted,  it  enjoyed  the  entire  serricea  of  onlj  one  tamxu 
—  Gibbon,  eh.  49,  n.  166. 


numbcred  one  thousand  five  hundred,  while  the  queen  was 
attended  by  four  physicians. 

Nur  was  the  luxury  of  those  tiiues  öf  barharons  might 
greater  (hau  that  of  to-day*  An  easy  walk  with  any  people, 
whether  in  tilty  or  couutry,  will  aflbrd  oontraata  as  striking 
and  ß&inffal  as  that  betweeu  the  palaees  of  Sitsa  and  the 
Corners  into  wluch  thc  common  paöpta  eropt  for  sledp; 
between  the  nuumiona  on  the  Quiriual  and  the  hol' 
whieh  "Rome'ä  rats"  lud  their  wrotched  liveg. 

Ist,  What  are  the  eauses  that  tot  wealth  apart  for 
luxury  ? 

(a)  The  moat  esseutial  is  the  existenee  of  a  surplus. 
Other  tliings  equal,  the  degree  of  luxury  will  he  as  the 
surplug,  Tlie  latter,  however,  will  depeud  not  so  much  on 
the  geueral  maas  of  wealth  aa  on  its  uppurtkmmeufc  among 
producers. 

(fc)  The  desire  to  gain  and  the  desire  to  spend  are 
antagomstic.  They  meet  in  every  act  of  life,  and  one  or 
the  other  must  have  ita  way.  Luxury  is  the  vietory  of  the 
latter  passiou.  The  mere  ßmadBefoi]  of  a  surplus  ia  not 
enough*  Some  tuen  remarn  eagerly  devoted  to  gain,  when 
their  wealth  is  couuted  in  millions ;    ot]  ire,  satisfied 

with  the  inost  moderate  compeleuey.  The  foree  of  either 
niutive  will  be  greatly  influenecd,  both  by  the  security  and 
the  proütableness  of  Investments-  Every  thing  that  renders 
busin  ess  unsafe,  makes  withdrawal  more  desirable.  On  the 
other  band,  every  thing  whieh  raises  ihe  reward  of  capital, 
takes  some  thing  from  the  zest  of  luxury. 

•2*L  To  what  extent  can  wealth  be  devoted  to  luxury  ? 

Gibbon  gives  countenanee  to  the  fheory,  that  no  state 
can,  without  aoou  beconiing  exhaustod,  support  inore  thau  a 
hundreth  part  of  its  population  in  arms  and  idlencss.  Tliis 
is  to  be  underatood  as  a  hundredth  part  of  the  populatl-  m, 
i  out  of  the  ablc-bodied  males  ;  say,  a  twentieth  part  of 
these.  The  estiniate  ia  mteresting,  aud  has  a  certain  share 
of  truth ;   but  its  form  shows  it  to  be  a  very  rüde  one. 
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Doe«  it  make  no  difiTerenee  whether  thts  pari  :uply 

unproduktive  or  also  destruetive i      Do6fl  it   m 
Partooe  crhethsr  (hefte  Hier»  are  maintiüned  in  rii 
half-aaked  indolcnce  of  Asiaties,  or  in  tb  uairj 

Ol  MUfftet  tto  differomT  v\  li«  tli**r  the  «reneral  prodttctii 
the  couurry  is  UrgQ   or  small  ;   whether   Hj<- 
peoplc    and   the   necessities   of  vaA 

simple,  or  iimny  and  great;   whether  riee  eawgfa  furayear 
caii  be  had  by  the  labor  of  two  ia  in  lndia,  <ir  a 

bushel  of   grain   costs   the   labor  of   eleven   d:; 
LapLand  ?     The  Athenian   was   content    uitb    bis   Sgl  am) 
philoMjphy  :     Um   eultivated    Roman   crsred    i\v   hrains  nf 
birdB-of^partdiße  for  his  food,  aml  uro  e  be  «rai 

pabieeon  ibeQuirmah    Which  m 
of  it»  populatiiin  in  idlenefa?    Whea  Frederick 

>1  all  Europe  in  arnis,  rye  bread  and  ptfiatoea,  [> 
and  lead,  were    all    he    served    bis  arniy, —  marebftl 
dntmmere  ulike*     By  such  parsimony,  h»>  was  i 
make  I'russia  what  she  was,  —  "  all  stiug."     Fmurr. 
the  perfeetion  of  her  warlike  equipmant,  and  the 
hisir   of  her  eitizcns,   eonld   not  mainUm   a   proportiooitl 
number  of  troops,  evcn   ander   the  conscriptjooa  ef  tlw 
empi  re- 
it li  in  this  liglit  that  we  eee  the  ixupaeeibiUtjr  of  fising 
for  all  nations,  all  climates,  all  agea,  a  common  pro|»ortioa 
of  luxury  that  ean  be  maiutaiued,  withont    b  «Iowa 

the  Standard  nf  industria]  well-being,     At  the 
il  piain  that  for  cach  natiun,  at  any  time,  iL- 
pninl   befand  whieh  weaith  caiiimt   be  »pciil 
or  time  in  i  dien  es«,  without  finst  oppressint' 
das*  hy  hard  exactions,  and  afterwards  debasiog 
state. 

We  have  alrcady  anticipatod  the  reinark,  that  eilen, 
leisure  is  a  form  of  luxury ,  —  a  form  y  iIiul  in 

either  sense,  is  almogt  unknown,  to 
about,  as  they  are,  on  the  untiring  wheeli  *Ä  mauuf 
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and  trade ;  a  form  of  luxury  that,  as  idleness,  is  tlie  most 
costly  of  all  indulgences,  that  corrupts  all  manners,  perverts 
all  tlie  offices  of  nature,  wastes  all  thc  powers  of  labor, 
aud  has  its  complete  result  in  poverty,  ignorance,  and 
political  scrvitude  ;  a  form  of  luxury  which,  as  leisure, 
adoms  life,  and  makes  it  worth  living,  compacts  the 
acquircments  of  study  and  toil,  re-crcates  and  refreshes 
the  whole  man,  and  leads  upward  to  an  etemal  rest  and 
felicity. 

OP    LEARNING  AND   ART. 

These,  in  the  economic  view,  may  have  value,  and  so  may 
be  produced,  exchanged,  distributed,  and  consumed.  The 
reward  they  receive,  the  price  they  bring,  is  in  no  sense 
due  to  them  in  their  own  right,  because  they  are  true, 
beautiful,  or  good ;  but  arises  legitimately  out  of  the  desires 
they  gratify,  and  the  labor  they  cost.  It  is  the  apprcciation 
of  a  service  rendered.  That  reward  will  vary  in  form  and 
degrec,  at  every  State  of  society.  The  wandering  Homer 
was  content  with  the  most  simple  hospitality.  The  modern 
man  of  letters  has  his  rooms,  his  club,  his  carriage,  his 
opera,  paid  for  perhaps  out  of  very  mild  criticisms  on  the 
blind  bard  of  Greece.  There  is  not  a  real  scholar  of 
the  present  day  who  would  not  work  ten  years  in  tlie  mines, 
to  hear  Homer  recite  the  parting  of  Hector  and  Andromache. 
So  differently  is  the  same  service  counted  in  different  ages. 
Cicero,  long  before  he  reached  the  height  of  his  famc,  had 
received,  by  will,  £170,000,  as  a  twbute  to  his  genius.  The 
younger  Pliny  was  loaded  with  wealth  by  his  admirers. 
The  laureate  of  England  drinks  to  the  royal  bounty  in 
royal  wine.  Blackstone's  legal  profits  did  not  permit  his 
marriage  tili  his  thirty-eighth  year.  A  populär  novel  or 
sketch-book  to-day  earns  a  fortune. 

Thus  it  is  that  learning  and  art  enter  into  wealth.  While 
their  rewards  are  uncertain,  and  apparently  wayward,  tliey 
have  yet,  from  the  mythic  days,  had  a  place  with  the  most 
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mh*rcrar^*L  ouinHw-ÄU  Tf"iasR?*=sr  nw^  "le  :nt  rf tu*  omacr 
rf  «u»ii  }r-jtiu*JLi\n*-  ra#  immun:  rf  jlumt  ~Hüfr*iw=h£  id.  'sol 

W^<    tZTVflJ   ~2Uk  tOaiHr  J&TF*  rf  «IJljIj  mit    rämtmL   vüüä 

*sv**ra  :a**  jrvrti  rf  »xciuL  ir  ▼5t*a^  IiMniimn^  «enir* 
ist**  ai%  vj*a*ir*a  v*  taj»  "ä^n,  ine  rf  "äe  $un*  ac^ry. 
V;u*si  >Ci>  aia*L  jr**a  ii*  *fi:r»  *:  xnj  vhtx  rf  ää* 
truun^MVtr,  4-iit  £jj1a  vif*:  ;cu*r  ■«•:■  jus  &  insz*  5»c  fs.  dita? 
<9'XX  *&&^k  v,  i*T*r  T*I^*r_  >cm*»  itiT^T  flX   öit  äimarT 

)f  r».v/r„  tvjat3zr.zjg  irx  *Zt*  jrj»  rf  -  P±n»:fftj:  LläJ~  5:-c2&$ 
;*>  r/**L  >v&&*x-  v*  "ijk  &yT*T*£zzsj  -rf  *±*  -»arger»  ii*  ke 

V>  ^*r>mJ  *<i*>jfcr*fclp.  a*  w*C  a*  to  'ät  imnKdsare  scknee. 
Of  f/AifVj-  karoln?  and  art  L*t*  n<*  aece&sarilT to  eoaWish 
*&  w/>u</Uilt  nMÄa\Ti&ä*i.  in  orier  to  jusdfr  tbeir  parsah. 
Jn  tl&ir  f/wn  naiaes.  thej  1üt*  «orereigi-tT.  and  daim 
Wna^  Bat  thfrre  U  an  economic  relaüon  which  we 
ea/jnot  ovfjriook,  and  which  n.a*t  aflfect.  somewhat.  the 
pla^;  whi';h  th*r  «ha!I  be  accorded  in  the  worid.  In  brief. 
their  '?ff<:ct  upon  inda-try  mar  be  decued  as  follows :  So  far 
an  tf*?y  giv*;  dignitr  to  human  aspiratioiis.  furaish  new 
objecto  to  human  desires.  enlarge  ambition,  derelop  the 
UJtffffjl  ftciencea.  and  fttiggest  the  application  of  new  powers.  as 
the  telegraph,  the  locomotive,  and  the  magnet ;  so  far  as  thej 
fjfiit/;  and  harmonize  Bocial  and  political  divisions,  —  ther 
are  of  ineMtirnable  value;  and  such  consumption  of  wealth 
an  rewardn  and  encourages  them  \&  seed  thrown  into  a  soil 
more  grateful  than  any  land  of  fable  or  story.  But  so  fiur 
an  learning  or  art  tend  to  produce  that  unmanlj  senti- 
nu;fitalif»m  which  nlirinks  from  dirtj  details,  present  dutv, 
and  »imple  fact;  that  mawkish  cosmopolitanism,  moral  or 
political  indifference,  which  weakens  each  nationality,  with- 
out  promoting  the  union  of  all;  that  softening  of  the 
mental  fibro,  tliat  dissolution  of  the  will,  which  makes  man 
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the  slave  of  his  circumstances,  and  even  of  his  fellows ; 
and,  worst  of  all,  that  selfish  fastidiousness  whick  skuts 
itself  in  froui  kuman  activities  and  social  alliances,  to  dwell 
in  dreams  and  idle  imaginations,  wketker  of  philosophy  or 
art,  —  why,  in  so  far,  we  must  call  suck  an  employment  of 
*  time  and%  labor,  not  merely  unprofitable,  but  niischievous, 
consumption. 

8UMPTUARY   LAWS. 

No  subject  Stands  so  peculiarly  related  to  scientific 
inquiry  as  tkis.  Tkere  is  no  sckeme  of  governmental  action 
wkick  can  present  a  more  clear  and  convincing  argument, 
drawn  from  the  nature  of  things,  and  even  from  experieuce, 
prior  to  actual  legislation ;  while  none  has  been  inore 
effectually  exploded  by  trial.  There  seems  to  be  a  perfect 
reason  for  sumptuary  laws ;  yet  the  general  sense  of 
civilization  kas,  after  füll  experiment,  settled  decisively 
against  them. 

It  is  impossible  to  look  about  tke  smallest  Community, 
witkout  being  grieved  at  tke  manner  in  wkick  muck  of  its 
labor  and  wealtk  are  expended.  Wkat  enligktened  person 
can  pass  once  ttirough  any  street  of  human  habitation, 
without  seeing  very  many  instances  of  folly*  extravagance, 
perversion,  and  indolence,  which  are  wasting  the  best  gifts 
of  God  and  the  fairest  hopes  of  man  ?  And,  when  this 
view  is  carried  out  to  all  tke  communities  of  a  nation,  it  is 
not  stränge  tkat  pkilosopkers  and  statesmen  kave  come  to 
believe  most  earnestly,  that  by  salutary  curbs  on  expen- 
diture  and  spurs  to  exertion,  by  reforming  dress,  diet, 
equipage,  and  establishment,  they  could  multiply  mani- 
fold  the  comforts  of  the  people,  the  resources  of  the  State, 
and  the  means  of  social  and  moral  culture.  And  wky  not  ? 
That  there  is  no  reason  manifest  in  the  nature  of  things  is 
proved  by  the  fact,  that  everywhere,  and  at  all  times,  the 
most  benevolent,  temperate,  and  sagacious,  alike  of  political 
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rnkam  a&i  of  polltlral  wrii^rs.  have  agreed  in  recommendi a» 

«insr^r.  sxmpccarj  pro^i-ion  and  in*pection  by  law. 

A&d   j^t   ü-xLlz^c   La»    more    utteriy   and   couclusirs»jr 
£*ü>iL     L:  L*  c^»r.  :Las  ;be  *ril  »  imaginary;  for  enou^fc 
w*al:ii  and  power  an?  waated  to  oiake  ercrr  human  bei  n» 
txju&>cvkt/\~  a^i  tappy-     lt  Li  not  that  tlie  State  of  thin&g  • 
»  r*:^r._-.^ccT>jLc  of  •«rSvrmarioci ;  for  the  matter  Ls  onc  wbok 
It  if  h  ^^-i^  *£jv.<yz.  %zA  op^a  to  tlie  control  of  the  pub]jc 
4a^t^'.v^>.     L  L*  ioc  tLa£  :Le  aggregate  sense  of  the  coqv. 
DL-iil:/.  L.  Lia^=r»  of  cor^aotption  (not  of  production),  i& 
na.  4*  ihe  wb'Act.  iaor?  *ttl2£hsened  and  lese  fickle  tfaau  that 
of  la^rjtr^L^    W*  say.  oa  the  wboie ;  for  tliere  have  beeia. 
i^dsaaesa  lii  wkkk  law«  w*re  *Ten  behind  die  instincts  <f 
icä  ^ci^l-^lI't.  a^i  pr  Kßj*Kd  t*>  compel  the  populär  energie^ 
aoi  *-L.*Sr*  v.  j*a*  a«iT^.La^jiis  £.rnn&  of  coiusumption.   A~m 
fa-+cir.i^.  w*  2&AT  .^s*  ±rr  -rcactment  in  the  reigu  of  Charles 
IL  -:f  F.r'.fcr.i,  pc^erL.Liz.  ujjder  penaltiea.  the  intermei*.~ft 
rf  ztx   i&ii  Ll  sir-joi*  :&&£?  of  wooL,  for  the  enconrag^^» 
OKii*  ::  *jl;l;  iüli  xikirr-j-c :  :L*  .Sp&aish  Corte«,  petitionia  ^ 
iz.  -~lk   slüh    '.T^kzk   5.*  :he  prohibitioii   of  coachea  toL^d* 
ejwicra^r^-j;   :f  *cZ1-£äi»:  ai»d  all  of  the  recent  legisls» 
räc    :c  -JLL*  io^vj.  1^  a^y  form,  which  ha*  takeu  for  rfc« 
pei^iipi*  "Litt   L-^nrilTy.  ;2-as  v>  L?*öe  honds  for  expenans« 
in-Mrr^ii  iz.  *±*  wirk  -f  ^ti rtion  adds  any  thhig  hm-mt 
w*Lzlz  v   -1k  z^uisiL-il  Virkn*.  aad  can  introduce  angÄwi 
Ict  £rl~:~ko:*  hz.  i  u*;^:c  Ll*>  -jot  poihks.    Yet,  as  we  saici, 
Äe   zujur   will    ;.f  -i>r  ■yjfmrasig'  would.  on  the  whoLe, 
pcss.;r.'tr  id:c*  bkrzncJrj^sä  ar**i  beaithfiü  cousumption  of 
wralLi  "-lii^  ihiU  ¥Ü-±  f.üw*  Lü'ÜTkiual  choice».    Wh/, 
tbsd.  Lk&  Ilw.  a^if-z  :->  iLis  *»d.  <a3#d  of  its  purpot«  so 
csir*r^tZy  a^«i  ?•:   —Ar. *~szLTm  that  such  enactmente  «» 
harily  -t'-r  zr.on^i  ü  i^r  present  day,  «ren  by  the  motf 
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a  riH  and  sa&s&ctofr  explanatioü. 
0&e  kas.g.  i^.  zhkz  *l£l  etacim^LÄ  are  rery  ea*7  of 
eva&k^.     Ktt^düis^  ^  z±a  a  ntaaer  lhat  submite  readflj 
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to  inspection  and  proof.  The  interest  of  the  producer  and 
of  the  desire  of  the  consumer  are  against  the  enforce- 
ment  of  the  law.  Then,  again,  luxury  can  take  on  so  many 
forms,  can  slip  so  readily  from  the  grasp  of  definitions 
and  specificatious,  that  the  law  becomes  a  greater  trouble 
to  its  officers  than  to  its  offenders. 

But  the  grand  reason  is,  that  it  is  against  human  nature ; 
and  with  this  we  may  fairly  close  our  objections. 

But  all  these  furnish  no  conclusion  against  the  regulation 
of  public  morals  and  manners  in  things  that  affect  the 
happiness  and  safety  of  the  Community.  It  is  no  longer 
legislation  to  Supplement  the  wisdom  of  the  individual  or  in- 
struct  industry.  It  becomes  the  defence  of  the  general  good. 
It  is  not  a  breach  of  personal  rights,  but  the  safeguard  of 
public  liberty.  If  there  is  any  habit  or  practice  which 
brings  disease  and  suffering  and  disorder,  which  abridges 
the  power  of  labor  and  the  span  of  life,  which  inflicts 
misery  upon  the  innocent  and  unoffending,  which  entails 
expense  upon  the  whole  Community  for  the  Charge  of 
pauperism  and  the  punishment  of  crime,  there  can  be  üo 
doubt  of  the  right  and  duty  of  the  people  to  protect  them- 
selves,  through  the  power  of  their  government,  by  the  most 
severe  and  efficient  laws  that  can  be  devised.  To  deny  this 
is  to  deny  the  välidity  of  government  itself. 


CHAPTER  V. 

m.    PUBLIC   CONSÜMPTION. 

There  is  an  economical  reason  for  government.  Without 
the  strong  arm  of  the  public  force,  men  could  not  work 
unmolested,  or  retain  the  results  of  their  labor.  Without 
law,  production  would  be  hindered  directly,  by  the  confusion 
of  society  and  the  interruption  of  violence.    But  far  more 
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serious  would  be  the  äecondary  effects  on  industry.  All 
motives  to  the  accumulation  of  wealth  would  be  withdrawn, 
by  the  insecurity  of  property.  Its  possession  might  even 
become   an   object  of  terror. 

We  cannot,  indeed,  trace  society  back  to  anarchy ;  for  a 
State  of  anarchy  is  impossible  with  human  -nature.  Even 
the  savage  tribes  take  on  political  forms.  Like  a  drop 
whose  cohesion  is  violently  broken,  the  public  body  seeks 
to  form  itself  anew,  or  at  least  to  aggregate  itself  about  two 
or  three  new  centres.  Absolute  isolation  is  not  merely 
impolitic :  it  is  impracticable.  But,  as'far  as  we  can  go  back, 
on,  the  path  of  social  order,  we  find  industry  answering 
to  law. 

To  what  share  is  government  entitled  in  the  general 
production  ?  If,  as  we  have  seen,  it  is  the  indispensable 
condition  of  all  wealth,  it  can  rightfully  claim  a  part  of  all 
wealth  ;  and  that  part  will  be,  at  the  hast,  enough  to  sustain 
itself  in  this  econpmical  function.  It  owns  just  as  much 
of  this  wealth  it  has  helped  to  create  as  is  necessary  to 
continue  itself;  for,  without  this,  wealth  could  not  be.  The 
absolute  necessities  of  government,  then,  afford  the  mini- 
mum  measure  of  its  share  in  wealth. 

Has  government  no  right  to  more  than  what  is  essential 
to  its  support  in  tlüs  economical  function  ?  Its  industrial 
work  embraces  a  wider  field  than  appears  in  the  simple 
Statement.  In  America,  education  is  required  as  a  part  of 
the  publjc  police ;  and  our  eminent  statesmen  have  estimated 
the  outlay  of  schools  and  Colleges  cheap,  in  the  results  on 
order  and  security.  In  Great  Britain,  the  church  has  been 
held  to  be  a  legitimate  agent  of  the  public  force,  and  its 
maintenance  is  provided  for  out  of  the  public  purse.  Gov- 
ernment may  employ  means  of  influence,  numerous  and 
remote,  all  in  the  interest  of  peace. 

But  has  it  no  right  to  property  beyond  this  ?  Plainly 
it  haa.  We  must  not  be  as  stringent  in  our  scientific 
views  as  young  Gobbo,  and  complain  that  "  this  making  of 
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Christians  will  raise  the  price  of  pork."  Political  economy 
recognizes  that  humanity  has  other  interests  than  wealth, 
and  respects  the  claim  of  government  to  duties  and  Services 
for  the  sake  of  a  moral  good.  But  such  reasons  should 
appear  clearly.  Nothing  should  be  taken  arbitrarily,  or  for 
contingent  use.  Mail  is  tlie  direct  producer,  and  the  product 
remains  in  his  hands.  If  government,  as  indirectly  engaged 
with  him,  enters  with  a  claim  to  share  the  profits,  it  must 
show  cause  distinctly  for  whatever  it  takes.  It  is  the  part 
of  the  statesman,  not  of  the  economist,  to  judge  of  occasions 
like  these. 

Having  defined  the  right  of  government  economically  to 
participate  in  wealth,  two  considerations  naturally  precede 
the  discussion  of  methods :  — 

Ist,  Government  should  undertake  nothing  that  can  be 
left  to  individual  cnterprise. 

If  we  admit  that  the  difficulties  which  Surround  industry 
are  imposed  for  our  good,  and  form  a  part  of  our  discipline 
and  culture,  political  society  palpably  acts  on  a  false  idea 
when  it  relieves  the  Citizen  of  his  own  proper  responsibil- 
ity,  care,  or  labor,  and  assumes  his  natural  duties.  This, 
however,  is  not  the  only  reason  against  such  interference. 
Government  never  does  the  work  of  individuals  as  well  as 
it  can  be  done  by  individuals. 

It  is  related  of  Herodes  Atticus,  that,  having  come  upon  a 
great  treasure  concealed  in  the  ground,  he  took  it  to  Nerva, 
and  pressed  it  on  his  acceptance,  saying,  "  it  was  too  coh- 
siderable  for  a  subject  to  use." — "  Abuse  it,  then,"  replied 
the  emperor.  The  anecdote  has  great  significance  as  to  the 
employment  of  wealth.  Its  abuse  by  the  Citizen  is  almost 
preferable  to  its  use  by  the  State.  If  government  were 
conceived  to  be  always  wise,  it  would  still  be  better,  on  the 
whole,  that  Citizens  should  direct  their  own  industrial  mat- 
ters, wisely  or  unwisely,  as  might  happen.  But,  when  the 
liability  of  government  to  err  is  confessed,  we  have  a  double 
argument  against  taking  the  fee  or  use  of  wealth  out  of 
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private  haitda.     It  eannot  be  too  ofteu  or  carinii;,  ifts&töd 
OD,  thu.t  individual,  interested  supervision  is  tlie  grai 
economieal  condition,  and  shouhl  never  hv  departed  from 
tili  the  work  becomes  too  vast  for  single  bands. 

2d,  Government  sboald  do  noüihig  for  display, 

For  ftgedl  the  soienee  of  politirs  inight  be  ötnuined  up  in 
the  word  M  pagB&tttrj«"  To  dazzle  the  vulgär  eye,  aud  uvcr- 
awe  tlie  common  Banse  ö£  the  people,  by  splendid  aquipage 
and  stately  building,  lias  been  the  nmin  thoory  of  rulers. 
The  system  certaiuly  ha«  not  failed  für  want  of  trial, 
There  liave  been  governors  who  eamostly  sought  to  pi 
that  the  power  of  the  law  aud  the  peace  of  the  subject  did 
not  depcud  ou  show.  The  skopie  Kv  and  ansterity  exhib- 
ited  by  Garns  of  Rome,  Julian  of  Constantinople,  Elizabeth 
of  England,  the  Givut  Frederick  of  Prussia,  and  Üie  Saraceu 
calipha  in  all  agess  stand  in  marked  contrast  with  the  wiek^d 
and  nüiioua  extravaganee  that  lias  marked  the  admim 
tloii  of  meist  of  the  governments  of  tlie  world. 

It  is  gratifyiug  to  believe,  that,  in  some  countries,  the 
advanee  of  economic  principles  has  relieved  the  people 
of  great  burdeas  by  limithig  the  display  of  governnaentp 
Iinagine  the  Storni  in  Farliament,  had  it  been  proposed  to 
lmy  the  great  Sanci  diamond  *  for  the  British  erown.  Yet, 
two  Centimes  ago^  the  heart  of  England  would  liave  eraved 
it  for  the  royal  brow. 

3dj  The  expenae  of  governmcnt  will  vary  aceording  to 
the  ciraimstances  and  character  of  tlie  people. 

Some  peoples  have  a  government  as  simple,  primitive,  and 
cl i e a p  m  1 1 1 e i  C  !-■  1  o tl ii ng  ;  w hile  othe rs,  no  more  highly  civil- 
ized,  manifest  an  inclinatiou  to  eomplicated  and  reftned 
forma  of  admimstering  law,  which  bring  a  heavy  bürden  of 
taxation  on  the  present,  and  enteil  permanent  debt  on  pofr- 
terity.  Some  nations  are  obliged,  by  their  position,  to  build 
themsclves  around  with  fortificationa,  and  inaintain  exte i 
furcea,  just  as  some  countries  can  keep  out  the  oeean  onlf 

*  DUposed  of  at  private  sale  in  1865. 
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by  artificial  dikes  and  levees  ;  others  have  a  natural 
strength,  or  an  isolation,  that  is  good  to  them  as  strong 
armies.  Some  peoples  can  be  governed  readily  in  the  plain- 
est  manner  by  rulers  who,  like  the  caliphs,  sweep  their 
own  floors,  patch  their  own  shoes,  milk  their  cows,  and  live 
on  soldier's  fare;  others  ar^  supposed  to  require  an  im- 
mense amount  of  pageantry  to  dazzle  the  public  eye,  and 
occasional  wars,  wasting  thousands  of  men  and  millions  of 
money,  to  divert  the  common  mind  from  troublesome  ques- 
tions,  and  keep  the  peace  at  home. 

Russia  spends  yearly  three  dollars  a  head  in  governing 
her  people  and  supporting  her  armies ;  Prussia,  five  dollars ; 
the  United  States,  up  to  1860,  two  and  a  half  dollars,  reck- 
oning  only  the  föderal  establishment ;  Grept  Britain  runs 
her  expenditure  up  to  ten  dollars.  Political  economy  has 
great  charity  for  Claims  based  on  public  considerations. 
It  allows  that  whatever  is  really  necessary  for  peace  and 
order  and  property,  in  füll  view  of  the  national  peculiari- 
ties  or  geographical  difficulties,  is  economically  well  spent 
and  a  good  investment  of  capital. 

It  is  not  alone  the  direct  office  of  preventing  immediate 
crime,  and  protecting  present  property,  that  government  per- 
forms  at  so  great  cost.  Civil  law  is  an  educator.  It  gives 
a  prospect  and  a  security  for  the  future ;  it  multiplies  the 
ambitions  and  the  desires  of  all  who  live  under  it ;  it  ele- 
vates  the  sclf-respect  and  trains  the  self-control  of  all  good 
Citizens. 

Yet  government  charges  heavily  for  what  it  does.  The 
yearly  revenue  of  the  European  states  is,  at  present,  very 
little,  if  any,  short  of  fifteen  hundred  millions  of  dollars. 
The  expenditure  of  the  United  States,  even  if  no  attempt 
is  made  to  liquidate  the  public  debt,  will  not,  probably,  be 
less  than  three  hundred  millions ;  and  this,  exclusive  of  all 
the  service  of  State  and  municipal  government. 

On  the  whole,  it  may  be  said  of  this  duty  of  capital  to 
support  government,  that  it  pays,  as  an  investment,  whatr 
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ever  it  may  neeessarily  cost ;  but  that  the  expeose  should 
be  fctrictly  Leid  down  to  tlie  lowest  pr&cticahle  figure. 


DOEB  PUBUC  COKSÜMPTIOX   ENOOURAGE  IXMJSIRT  ? 

We  fehall  gel  the  principles  of  such  a  discossion,  in  their 
bare  form,  by  taking  tbe  extreme  actual  cases  of  tbis  niode 
of  ootisiunpäon. 

There  have  been  instanoes  in  whkh  the  people  of  dties, 
and  even  generally  of  States,  bave  daimed  work  at  the 
hands  of  government,  to  support  lue ;  and  we  find  that  such 
prorision  bas  been  at  times  really  made. 

We  will  suppoee  the  claim  to  be  founded  on  absolute 
necessity.  no  work  whaiever  being  oflered  at  private  hands. 
The  State,  in  compassion  or  froin  fear,  employs  the  mass 
of  its  laborers  on  public  works,  and  pars  them  from  the 
public  purse. 

What  is  the  real  conditkm  of  things  ?    It  is  one  of  two:  — 

Ist,  If  the  work  so  performed  is  unnecessary.  having 
been  arranged  solelj  to  meet  the  populär  einergency.  tbis 
is  merelj  a  mode  of  government  charity.  So  mucb  is  taken 
out  of  the  resources  of  the  State  to  maintajn  its  in<)igent 
Citizens.  It  comes  finally  as  a  tax  on  all  pn*ductioe  indus- 
try.  The  classes  that  create  values  are  called  on  to  con- 
tribute,  it  may  be  largely  and  painfully.  to  feed  and  clothe 
those  wbich  do  not. 

How  does  tbis  auswer  the  conditions  of  a  suceessful 
charity? 

(a)  Such  artificial  industries  require  great  expense  be- 
yond  the  simple  wages  which  the  laborer  receives  from  the 
national  treasury.  If  these  workinen  were  employed  only 
in  digging  trencbes  to  fill  them  up  again,  the  additional 
cost  would  be  only  for  tools  to  work  witb  and  laud  to  work 
Ofer.  But  government,  in  such  cases,  always  maintains  a 
certain  semblance  of  purpose.  There  is  a  pretence  of  useful- 
,  immediately  or  remotely.    Tbis  generally  calls  for  a 
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great  amount  of  material,  in  one  form  qt  another,  all  of 
which  makes  a  dead  loss  to  the  Community,  not  even  the  poor. 
getting  it  as  charity.  Such  is  the  case  where  costly  public 
buildings,  or  vessels  of  war,  are  constructed  simply  to  pro- 
vide  labor  for  the  destitute.  Often  the  expense  to  the  State 
is  many  times  greater  than  the  sum  which  is  divided  among 
the  suffering  poor.  There  are,  besides,  the  salaries  of  offi- 
cials,  in  great  iiumbers,  to  superintend  the  labor ;  no  incon- 
siderable  item  in  public  industries. 

(5)  We  have,  on  the  other  hand,  an  advantage ;  viz.,  that 
this  mode  of  recciving  charity  saves  the  self-respect  of  the 
workman.  If  government  adjusts  the  rate  of  wages  intel- 
ligently,  it  is  certain  that  nonp  but  those  who  rcally  need 
employment  will  seek  it ;  and  in  receiving  wages  for  work, 
even  if  that  work  is  fictitious,  they  will  not  feel  degraded. 
Of  course,  it  is  economically  very  dcsirable  that  the  instinct 
of  self-support  should  be  kept  strong  and  keen  among  the 
laboring  class. 

(<?)  There  is  also  the  consideration  that  these  artificial 
enterprises  entail  a  bürden  on  the  future.  The  work,  when 
complcted,  is  handed  over  to  the  public  authorities,  to  be  an 
object  of  costly  maintenancc,  tili  happily  destroyed  by  time 
or  violence.  In  this  way  a  tax  is  perpetuated  on  the  Com- 
munity for  a  relief  that  was  perhaps  of  the  most  temporary 
character. 

2d,  If  the  work  to  be  performed  is,  in  whole  or  in  part, 
ncc^ssary  or  desirable,  the  pay  of  the  laborer  is  so  far  taken 
out  of  the  denomination  of  charity.  He  has  rendered  a  real 
advantage,  —  it  may  be  to  the  füll  extent  of  the  wages  he 
receives.  Neither  government  nor  his  fellow  can  question 
bis  right  to  the  remuneration,  or  taunt  him  with  pauperage. 
Still,  supposing  this  mode  of  employment  necessary,  we 
have  some  important  considerations  presented. 

(a)  Though  the  laborer  renders  the  füll  valuc  of  his 
wages,  the  public  often  does  not  receive  it.  It  is  a  perfectly 
established  principle,  that,  in  most  departments  of  industry, 
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without  reference  to  an  immediate  distress  among  its 
people,  entcr  the  market  of  labor ;  and,  in  the  consumption 
of  wcalth,  become  a  competitor  with  individual  industry, 
even  when  the  objects  selected  are  wholesome  and  natural. 

(a)  In  a  free  people,  and  with  fair  laws  of  distribution, 
there  will  seidom  bo  occasion  for  such  employinent  by 
governments,  except  in  its  own  interest.  No  able-bodied 
laborer  can  render  to  an  official  as  much  Service  as  to  an 
individual  employer ;  the  reason  being,  that  the  fbrmor  is 
not  capable  of  receiving  the  service  so  perfectly.  And  it 
ought  never  to  be  true,  that  an  able-bodied  laborer  is 
compelled  to  seek  work  at  the  hands  of  government.  It 
will  not  happen,  until  wicked  laws  have  deprived  him  of 
that  employment,  which,  in  a  natural  order  of  things,  he 
obtains  simply  in  virtue  of  his  ability  to  achieve  the  satis- 
faction  of  human  wants. 

(6)  Such  employment  by  government  perpctuates  de- 
pendence.  It  has  been  found  strikingly  true  in  the  history 
of  great  experiments  after  this  fashion.  Men  once  accus- 
tomed  to  feed  at  the  public  board,  whether  as  princes 
or  day-laborers,  are  very  loath  to  return  to  the  primitive 
fare  of  private  life.  Relief  from  the  stringent  but  neces- 
sary  laws  of  competition  becomes  almost  a  sccond  nature ; 
and  few  are  found  willing  to  break  off  from  this  reliance  on 
government  support. 

(<?)  Such  employment  by  government  demoralizes  the 
general  industry  of  the  country.  A  false  scale  of  prices  is 
established,  since  government  does  not  buy  or  seil  under 
exactly  the  same  motives  as  individuals.  An  unnatural 
competition  is  introduced  into  labor.  The  market  is  im- 
properly  controlled  by  the  immense  resources  of  the 
administration :  in  consequence,  all  other  branches  of  pro- 
duction  are,  to  a  greater  or  less  extent,  disturbed  and  kept 
restless. 

(d)  Such  employment  by  government  induces  political 
corruption.    It  is  not  consistent  with  our  purpose  to  enlarge 
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upon  this  subject,  but  onlj  to  show  its  place.     Tili  t 
und  and  wbile  govermnent  mual  accept,  as  a  i 

En  aumuitt  i»f  improper  infiueiices  attondlng  E: 
itiona,  tliis  should  Ik*  i  potent  urguinciit  agaiu&i 
aatmmpüon,  od  ttn  part«  of  unnceesaary  wurk. 

A  great  part  of  the  thia  qtiei 

apiljf  eotM  '  Im. 

jt  is  so  botind  up  witb  populär  thcories  of  goven 
»encouragmgindustry,  tbat  it  m  iairl) 
witbin   the  prcscnt  field  of  iuquiry  t    and  it  i»  I 
pohtt  imw  reached  that  we  gel  »1  fiow  of  th 

doctrine  wbich  proclaim&  tbal  -niun* 

latos  trade,  and  promotes  the  general 

\\v  bare  Mao,  tbat  aiiy  expenditure  bj 
for  necessary  puq>oses,  is  mado  at  i  tsdf, 

and  is  atteoded  bj  man;  marked  im  aml  tui«- 

Chiefs  tu  socieiy ;   and  tbat,  so  far  as  con 
enterprisc  should  bo  iubetituted.     In  h 
thin,  <i-'  frfl  sce  Hie  foüy  of  tbat  schemc  o?  rialiuual  jiro»- 
perity  whieh  loofcs  to  lavish  mithiy  by  go 

pnrpoa&j  whether  produktive  of  destructhe,  of  luxm 
war!    Um  «bare  ofaootc  b  I  portion  «*f  tta 

munity  may  be  iarger,  or  e<«me  more  eaaüy  ;  b  ruof 

wealth  is  dimini&hod,  and  the  healthful  lawa  of  dtÄtiü  i 
«listm-bcd, 
Yet,  in  the   reoeut    gigantic  wurlike  Operations  uf  tlm 
United  Stfcte  i  a  daily  experieuce  to  bear  thoai 

cd  teachera  of  political  philosophy  gravely  [ 
comlition   of  the   country   to  be   most  -uJly 

cougratulatiiig  the  public  on  the  Stimulus 
by  the  onthiy  of  government,     Trade 
iiation  was  ruiming  threo  thousaud  mül 
jiiHt  ho  much  poorcr  f<u*  Centimes.     We  d«>  not  qn< 
thf  occasioo  juatifiod  tbe  exponse ;  bnt  tbia 
less  an  unfortuinite  necessity,  and  tbe  li\<  £  buafocsi 

was  the  öiost  melancboly  feattire  of  tbe  national  coniJ 
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CHAPTER  VI. 

CHARITY    AND    POOR-LAWS. 

In  its  broadest  sense,  half  the  world  exists  on  charity; 
and  the  amount  of  wealth  so  distributed,  exceeds  calcu- 
lation. 

Man  comes  into  the  world  a  helpless  being.  If  left  alonc, 
he  dies.  He  has  not  the  faculties  of  self-defence  and  self- 
support  that  brüte  young  possess.  Years  pass  before  he 
attains  the  power  of  maintaining  his  own  existence. 

Even  in  the  best  states  of  society,  woman  is,  to  a  great 
degree,  rendered,  by  delicacy  of  Constitution,  incapable  of 
self-support.  At  times,  the  fierce  competitions  of  trade 
may  be  hushed  when  she  comes  among  them  ;  yet  she  must 
always  subsist  somewhat  by  the  suffcrance  of  the  fiercer 
and  stronger  sex.  In  the  barbarous  State,  she  is  the  tool  and 
slave  of  man. 

Besides  these  large  classes,  the  field  of  adult  manhood  is 
trenched  upon  by  accidents  of  birth  or  circumstance,  that 
render  thousands  incapable,  physically  or  mentally,  of  earn- 
ing  a  livelihood. 

All  these  must  live  by  charity. 

But  in  the  sense  of  economy,  in  our  modern  civilized 
State,  the  field  of  this  agency  is  greatly  limited.  The  family 
relation  adopts  by  far  the  greater  part  of  all  who  are  help- 
less to  control  their  own  condition.  There  have  been  peo- 
ples  where  children  wcre  the  property  of  the  State,  and 
were  reared  at  the  public  Charge.  There  have  been  com- 
raunities  where  women  were  had  in  common,  and  their 
maintenance  was  included  in  the  budget  of  the  treasurer. 
But  the  world  has  settled  down  to  the  family  relation,  and 
so  we  are  to  consider  it. 

But  there  are  yet  melancholy  outcftöts  from  society, — 
aged  folk  and  cripples  and  young  children,  —  who  have  lost 
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tfaeir  stafTand  stay  br  the  natural  eourae  of  life,  by  the  r^^p% 
agea  of  vice,  by  appallixig  accidents.  or  by  the  dcvastatic*  ^ 
of  war.    Thes»e  fonn  a  rreat  Community,  over  which  fc||e 
State  »  called  to  waieh  whh  tender  care  ;  a  solemn  tmst 
appealing  to  the  hotiest  feelings  of  oar  nature.    For  these 
h  has  to  provide.  not  food  and  sbelter  alone,  but  healing  for 
their  diäeaäea.  «rreetioQ  for  their  vices,  help  for  their  in- 
firmitiea  of  body  and  wind,  Instruction  and  useful  arte,  as 
far  as  they  are  eapahie  of  receiving  them. 

Such  are  the  natural  constituents  of  this  class ;  bat  un- 
fortanately.  by  social  otetrnctions  and  political  oppression, 
we  find,  in  dorne  comnraniries*  thoosands  of  able-bodied 
and  hard-working  men  dragged  down  into  the  mire  of 
beggary.  compeöed  by  wicked  institntions  to  shameful 
wanL 

There  is  hanfly  any  social  result  so  distressing  as  the 
rednction  of  the  healthy  workman  to  the  low  groond  of 
charity.    This.  fonnd  in  almost  any  degree  in  a  political 
gystem.  mnst  be  held  to  ofiset  a  great  raany  splendid  merite ; 
while  freedom  from  snch  conditions  most  be  accepted  as 
satisfaction    for    many  conspicuoos    defects.      Legislators 
sbonld  ever  consider  the  independence  of  the  poor  man  a» 
the  visible  •*  fhlfilment  of  the  law."     It  is  a  crying  curee* 
that  ever  a  stout  man.  glad  to  work,  shoold  be  forced  U> 
beg. 

In  the  United  States,  the  qnestion  of  charities  has  no* 
that  engrossing  interest  which  it  commands  in  the  olde^" 
peoples  of  the  world.     Land  here  is  so  cheap,  labor  so  moch»- 
in  demand,  that  no   able-bodied  man  has  any  excuse  fof 
panperism.      And   even   a  large   share   of  those  disablecÄ 
by  severe  accidents  are  yet  competent  to  earn  8omethin§S* 
for  livelihood.  in  a  country  where  every  hand  is  wanted  fow 
work.     It  is  probable,  that  the  pauperage  of  the  nation  i» 
not,  in  ordinary  times,  equal  to  one-half  of  one  per  cent  of 
its  population  ;  while  England  and  Wales  had,  in  1859,  foar 
and  a  half  per  cent ;  Holland,  in  1855,  eight  and  a  half; 
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Belgium,  in  1846,  sixteen  ;  East  and  West  Flanders  rising 
that  year  to  thirty  per  cent. 

The  methods  of  charity  have  not,  therefore,  the  same 
importance  with  us  wliich  they  bear  elsewhere.  It  is  a 
matter  of  profound  concern  with  others,  that  pauperism 
should  be  in  every  way  discouraged,  and  that  what  of  it 
is  necessary  should  be  as  cheaply  arranged  as  possible. 
Here,  the  only  occasion  for  anxiety  is,  lest  some  unfortu- 
nate  should  be  overlooked  in  the  general  prosperity  of  the 
country.  It  will  not,  however,  be  without  interest  and  In- 
struction to  regard  carefully  the  practical  principles  which 
should  govern  the  administration  of  charity. 

Ist,  What  classes  are  entitled  to  charity  ? 

Manifestly  all  who  are  unable  to  subsist  in  human  de- 
cency  without  it. 

But  should  gövernment  provide  nothing  for  those  who, 
having  wantonly  wasted  their  means  and  gifts  of  labor,  find 
themselves,  and  those  dependent  on  them,  suffering  for  the 
necessaries  of  life  ?  We  answer,  that  the  liberty  of  the 
subject  is  not  a  privilege  to  become  a  pauper;  that  göv- 
ernment has  the  right  to  protect  itself;  that  it  may,  by 
stringent  enactments  concerning  vagrancy  and  indolence, 
anticipate  the  Operation  of  such  causes ;  that  it  may  en- 
courage  industry  by  rewards,  or  compel  it  by  pains  and 
penalties ;  that  it  may  apply  to  vicious  pauperism  the  same 
severity  as  to  crime.  Yet,  when  all  this  is  granted,  and 
all  this  done,  there  will  still  remain  a  certain  degree  of 
physical  want,  the  resnlt  of  sinful  and  slothful  habits. 
Of  this  the  State  must  have  Charge.  No  man  may  be  al- 
lowed  to  starve,  however  clearly  his  destitution  may  be 
the  effect  of  his  own  folly  or  wickedness.  "  It  is  better ," 
said  the  Roman  law,  "  that  vagabonds  should  die  of  hun- 
ger,  than  that  they  should  be  supported  in  their  beggary." 
In  the  light  of  Christianity,  we  have  a  wider «view  of  politi- 
cal  duties.  The  sharpest  incitement  to  labor,  the  sternest 
punishment  of  vice,  is  equally  just  to  society  and  kind  to 
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the  subject;  bot  that  tbe  Tuest  ontcast  shoold  perish  of 
banger  by  tbe  actual  permission  of  goverament,  woold 
eelipse  tbe  brightest  glories  of  conqoest  or  commerce  which 
a  Christian  nation  can  acquire. 

Here  we  have  an  important  practical  precept  oonoerning 
governmental  or  individoal  cbarity ;  viz..  tbe  freqnent  and 
careful  revision  of  Claims  to  assistance.  There  sboold  be 
no  prescription  in  beggary,  nor  any  thing  taken  for  granted. 
The  inability  of  self-support  shoold  be  distinctly  proved,  or 
tbe  applicant  forced  to  work. 

2d,  Who  shoold  administer  cbarity  ? 

An  argument  might  be  made  from  the  principle  of  beney- 
olence  and  the  sensibility  to  another's  distress  found  in  the 
Constitution  of  our  nature,  that  cbarity  was  not  alone  de- 
signed  for  government,  but  that  the  relief  of  the  poor  is  appro- 
priate  to  private  hands.  And  there  is  a  piain,  economical 
reason,  in  that  such  contributions  can  be  made  more  timely, 
morc  judiciously,  and  more  cheaply,  by  the  offices  of  indi- 
viduals  than  by  public  agencies.  There  is  a  further  reason, 
not  less  economical  than  moral,  that  assistance  rendered 
in  tili»  form  does  less  hurt  to  the  feelings  of  the  recipient. 
The  interests  of  production,  not  less  than  the  law  of  kind- 
ness,  object  to  the  unnecessary  lowering  of  the  self-respect 
of  any  class  or  person.  To  accept  charity  from  a  neigh- 
bor,  undcr  the  pressure  of  cxtraordinary  misfortune,  could 
impcach  the  honor  of  no  one ;  but  to  take  bread  from  gov- 
ernment carries  with  it  a  sort  of  taint  of  beggary  through  life. 

Hut  tili«  does  not  in  the  least  excuse  mendicancy,  whose 
principle  in  directly  opposed  to  that  of  intelligent,  equable 
charity.  It  is  prohibited,  under  severe  penalties,  in  almost 
all  communitics,  though  the  sympathy  of  the  solicited  and 
the  Kondition  of  the  solicitor  take  much  from  the  terrors  of 
the  law. 

Höre,  then,in  individual  contributions,  we  have  one  of 
the  main  instrumonts  by  which  the  relief  of  the  poor  shonld 
be  eftectcd. 
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There  is  another  class  of  voluntary  agencies,  standing 
between  individual  charity  and  that  of  the  State,  consisting 
of  mutual-relief  societies  and  trade  associations,  established 
for  the  purpose  of  assisting  their  members  over  the  rough 
places  of  life.  When  honestly  formed,  and  held  to  their 
.  legitimate  work,  they  have,  economically,  all  the  advantages 
of  division  of  labor.  With  this  they  unite  a  considerable 
share  of  intelligence,  as  to  the  special  deserts  of  applicants. 
There  is  also,  and  principally,  the  consideration,  that  relief 
from  this  source  is  thought  to  have  nothing  degrading, 
and  so  preserves  the  self-respect  of  those  who  receive  the 
aid. 

This  agency  is  very  extensive  in  all  the  countries  of 
Europe,  and  in  all  the  States  of  America.  By  the  most 
recent  statistics  available,  the  voluntary  associated  charities 
of  London  alone  include  the  efforts  of  four  hundred  and 
eighty-six  institutions,  with  the  annual  expenditure  of 
£1,222,529,  while  the  mutual-relief  societies  of  France 
number  4,125,  with  a  membership  of  535,233,  which,  with 
four  persons  to  a  family,  would  give  a  sphere  of  activity 
embracing  more  than  two  millions  of  people. 

Prominent,  too,  in  this  view,  we  see  the  noble,  economical, 
and  Christian  scheme  by  which  the  great  body  of  Quakers, 
or  Friends,  throughout  the  world,  assume  ,the  care  and 
support  of  all  the  infirm  or  helpless  of  their  order ;  so  that 
no  one  can  come  upon  the  colder  charities  and  harsher  dis- 
cipline  of  public  maintenance. 

Yet  all  these  methods  cannot  be  relied  on,  by  themselves, 
for  all  times  and  at  all  places.  The  State  should  assume 
the  responsibility  and  control  of  the  poor  everywhere.  It  is 
a  part  of  the  national  concerns  that  no  subject  shall  suffer 
from  want.  After  all  that  individual  and  associated  charity 
can  do,  there  will  be  an  immense  amount  of  the  most 
repulsive  and  unromantic  want  and  misery  awaiting  remedy 
by  government. 
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Sd,  By  what  branebe*  of  the  goverament  dmdd  public 
charity  be  administered  ? 

We  an*wer.  that,  in  tbe  mere  relief  of  paraty.  local 
authorities  be  eharged  with  the  dispensaüoa,  thoogh  tfae 
»täte  may.  and  indeed  should,  compel  them  to  do  h,  and 
perhap*  regnlate  the  degree  and  manner  of  it.  WhereTer 
a  panper  has  bis  residence,  tbere  he  should  receire  what- 
ever  aasistance  he  is  to  have.  More  work  can  be  got  out  of 
him,  bis  character  and  Claims  will  be  better  understood,  he 
will  be  nearer  to  retarning  into  the  condition  of  selfsupport, 
and  each  Community  will  bare  an  actire  interest  to  dimini«h 
its  pauperage.  All  this  is  additional  to  the  greater  expense 
of  monster  workhouses,  and  the  corruption  they  are  sure  to 
breed. 

We  said,  "  in  the  mere  relief  of  poverty."  But  govern- 
ment  charity  has  to  do  with  other  classes  with  which  the 
rule  of  assistance  is  directly  opposite.  Hospitals  for  the 
disabled,  asylums  for  the  insane,  schools  for  the  blind, — 
theae  should  be  aggregated  to  secure  the  best  scientific  treat- 
ment  and  the  greatest  natural  advantages. 

4th,  To  what  extent  should  charity  be  given  ? 

To  the  füll  extent  of  the  nccessities  of  the  subject.  The 
destitute,  whether  maintained  in  their  own  homes  or  in 
houaes  devoted  to  that  purpose,  should  be  required  to  do  all 
the  work  they  are  really  able.  This  is  just ;  for  the  govern- 
ment  has  the  right  to  diminish  its  own  bürden.  It  is  kind ; 
bccausc,  by  keeping  up  their  habits  of  industry,  it  preserves 
self-rcspcct  and  bodily  vigor,  and  may  in  time  enable  them 
to  return  to  a  condition  of  self-support.  To  render  any 
more  assistance  than  is  really  necessary,  is  not  to  relieve 
pauj>eri8m,  but  to  create  it. 

The  English  System  includes  two  methods:  Ist,  The 
allotment,  which  is  the  cheap  rental  to  the  poor  of  certain 
portions  of  land,  from  which,  by  their  own  industry,  to 
procure  somo  of  the  necessaries  of  life ;  2d,  The  parish 
allowance,  which  affords  weekly  assistance  to  a  certain 
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amount, — say,  two  Shillings, —  to  eke  out  wages.  These,  ia 
some  circumstanccs,  may  give  a  real  and  permanent  relief ; 
but  it  is  found  in  England,  that  this  kind  of  charity  is  so 
general,  that  employers  reduce  wages  still  further,  in  expec- 
tation  of  it,  and  the  laborer  is  soon  brought  to  distress 
again.  Such  a  State  of  things  is  a  misfortune,  arising,  not 
from  defects  in  the  System  of  charity,  but  jointly  from  the 
want  of  independence  and  intelligence  in  the  laboring  class, 
and  from  the  Operation  of  vicious  institutions,  which  lock 
up  the  natural  means  of  subsistence,  or  take  them  away  in 
excessive  taxes. 

It  is  in  this  failure  —  acknowledged  equally  by  govern- 
ment  and  by  scientific  writers  —  of  the  English  charitable 
System,  under  which  one  million  families  have  bcen  kept 
in  substantial  pauperism,  while  there  was  found  at  least 
another  million  "just  above  the  paupers,  always  in  peril, 
lest  they  should  become  paupers,"* — it  is  here  we  reach  the 
true  principle  of  this  matter  of  public  charity. 

Poor-laws  may  be  effective,  to  the  füll  extent,  in  provid- 
ing  for  all  pauperism  that  results  from  natural  or  accidental 
disability  of  body  or  mind  for  self-support.  Government 
may  relieve  every  form  of  such  distress  with  entire  satisfac- 
tion  of  the  individual  need,  and  with  perfect  justice  to  the 
Community.  But,  as  soon  as  the  necessities  of  a  people 
bring  able-bodied  workmen  within  the  scope  of  poor-laws,  it 
is  certain  that,  while  temporary  relief  should  be  afforded, 
the  remedy  must  be  sought  elsewhere.  The  reason  is  as 
follows :  Charity  to  the  disabled  is  simple  gratuity,  wholly 
outside  the  laws  of  value,  and  involving  a  definite  expense ; 
but  charity  to  the  laboring  class  is  an  absurdity,  only 
explained  by  the  wickedness  of  human  institutions.  It  is 
an  absurdity  liable  to  indefinite  repetition.  •  It  indicates 
that  the  point  has  been  reached  below  yhich  oppression  and 
greed  cannot  go.  The  Creator  of  this  bountiful  order  has 
made    provision    for   the  support,  the   comfort,  and  the 

*  John  Bright,  1865. 
27 
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gratification   of   all   nur    kuuL      Poor-l&wa,    penn 
einbrach^  in   th<  ibi^-bodiod  workm*?n. 

ihow  tliüt  tlit-  gm 
»:<j] ii f< i ri  ww  alt arwards  de  d reraen 

it&a :  and  thal  noi  the  lowegl 
has  beeti  rea  the  laborer 

support.    Tb«rfl  ii  n«»  fürt  her  deseeut ;   not  ha 
rirtati  to  bring  back  the  räght  osrdec  of  thh 

the  sole,  regulating  priuciple  ui 
the  eutire  »elf-eufficieucy  of  \ 
aud  uutliing  bat  bws  rstuming  tabor  to  [ig  owu  füll  rigbi 

Ling  it  charity,  caii  restors  health  an 
Thew  b  ao  pi  d  Cor  charity  but  the 

labor;  and*  when  ander  tbfl  Btresfl  of 
and  aooial  l'alseln*. 
I  wanden  hg  tliat  has  nu  und.     11 
is   the    rcsult   of  aecidenU,    aud  wirb    Itl 

ieo.    Tbe  pmtporiam  uf  Europa  b  the  effia 
and  |  totC 

England   will  rotein  her  million  of  pauper  famib 
ftifaf  million  ol'  bmiUflf,  ■rapeuded  orver  pa  bj  a 

tOfl  rlina'l ;  h>T  ibreo  million 
aud  iiourialwd,  —  tiui.il  the  a\e  i*  Udd  by  ginnt  band*  attk 
i'oni  of  tba  evil. 

'II:«-  quackery  of  the    Middle   AgQB  applied 
bahns   not   to  the  bloediug  wound,   hat    to  the  iujiiriouiii 
sword.     Such  am  poor4aws  for  pauper  population*.         j 
not  poor-lftwi,  but  rich4aws,  tbat  an.  The  r«*b 

tioH«  of  oapitcü  in  labor,  nf  governmeut  to  the  p$opl 
fioil  to  the  band,  need  to  be  n -adjusi. 

5th,  In  what  form  should  charity  be  admmisl 
In  deeiding  tliin  questbn,  wo  »hall  find  J 

niguish  betweea  two  clawses  of  iveipient«;  viz.T 
nenfc   paupers  aud   those   occasionally   dl  OfJ 

(annftr  elass  w«  need  liardly  more  thau  refer  to  ti 
Üvo8   of  in-door  or  uut-door,  itiocliaiiical   or  aj:       J 
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employment,  of  home-relief  or  poor-house  maintenance. 
The  habits  and  circumstances  of  each  Community  must 
determine  the  methods  of  its  charity.  This  class,  being  in 
the  main  composed  of  those  hopelessly  dependent,  does  not 
present  such  perplexing  questions  as  arise,  when,  by  national 
calamities  or  natural  cauöes,  great  bodies  of  helpful  indus- 
try  are  deprived  of  support.  The  famine  of  1693  reduced 
twenty-five  thousand  in  Paris  alone  to  a  starving  condition, 
and  for  a  while  overwhelmed  the  laws  relating  to  mendi- 
cancy.  The  great  number  of  persona  now  dependent  on 
government  support,*  throughout  the  Southern  section  of 
the  United  States,  strikingly  illus träte  that  class  of  calami- 
ties which  may  reduce  a  population  almost  to  general 
beggary.  These,  when  they  come,  must  be  promptly  and 
amply  provided  for:  labor  must  be  saved  at  all  expense, 
humanity  out  of  the  question. 

(1)  Such  charity  must  not  be  administered  in  connection 
with  stated  pauperism,  or  in  public  institutions. 

(2)  This  is  the  best  field  for  iudividual  benevolence,' 
unless  the  prostration  of  business  is  so  universal  that 
nothing  but  the  credit  and  authority  of  the  government  can 
intervene. 

(3)  Government  may,  by  foreign  loans  or  other  means, 
remit  the  pressure  of  ordinary  taxation. 

(4)  Government  may  appropriate  the  necessaries  of  life 
for  the  public  good,  if  the  emergency  is  as  great  as  would 
justify  the  same  invasion  of  property  in  war ;  not  otherwise, 
not  merely  to  save  expense  or  extinguish  speculation. 

(5)  Government  may  very  properly  employ  its  marine 
and  its  finance  in  furnishing  subsistence  promptly,  at  low 
rates,  and  on  easy  terms. 

(6)  Government  may,  in  exceptional  cases,  offer  employ- 
ment on  works  of  public  concern.  This  should  be  done  at 
least  to  the  extent  of  such  enterprises  as  are  in  themselves 
desirable  and  profitable.     The  time  of  general  distress  ia 

*  Winter  of  1865-6. 
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fche  only  tiine  in  whieh  govennnent  ean  largely  etiler  t 
field  of  industry  without  working  a  oonrnderabk  share  . 
disturbanee  ami  nziscbief.      All  works  of  maiil:  » | j 

slimikl  be  ud  ii  af  such  a  üiiie,     This  will  cosf 

ftüd  be  a  mighty  kindnes*  to  the  sufifering  poor.     Gofoi 
mentts  have  oi'teu  proceeded  luueh  further  than  thia,  hav 
iiinlrrhikrTi   Winks   lhat  involved  a  far  grefttt 

If  than  relicf  to  tobor,  und  eataüod  u  permanent  twde 
on  the  eountry,     This  was  dotie  in  Irehind  du  ring  thegreftt 
famine,  aud  haa  more  than  «»nee  beeü  dune  in  I 
poliey  of  such  oinployinent  is  very  douhtful ;  for, — 
iT)  Gtavenim&ot  ehould  admhrfflter  ita  aharitj 

!uvcs.;u'y  uniount   bj  dircet   personal  aänistanee, 
of  BUppliea  in  kind,  through  its  own  local  agtttu 
degradatiou  of  aceepting  rclief  Ifi,  in   such   OlftiB,  au 
by  the  uuivers;dify  öf  the  distress,     lt  is  the  mofi 
priftte  and  Leasi  ooatly  remedy.     For  exaniple; 
matter  of  question,  that  the  L06   wliicli  tho  Unit* 

Stetes  farnifihed  during  the  lrish  famine,  in  itacargoos« 
proviaiüna  and  dothlng,  was  innre  sensible  and  oflTwtivi^iu 
proportion  to  the  erpewie,  than  thi  ouÜäj  of  the  British 
öoTörnrowit  oo  naelöra  roeds. 

But  the  ooeaeions  for  such  extraordinary  charity  a 
The   groater   the    freedom   of  tntercourse,  tho  wide 
ramißcations  of  trade,  tlie  quicker  the  Sympathie*  of  in<l 
try,  the  teil  frequeül  and  the  less  destruetive  will  bo 
loeal  und  tempotrary  calamities«      tu  iln    present 
wlu-n,  by  the  unusual  severity  of  war,  hundreds  of 
s;unls  of  l'amilies  have  beeil  thrown  on  the  public 
govenunent,  both  State  and  national,  1j;ls  adopted,  witho 
hesitatkui  aud  without  discusBion,  the  mosi    simple, 
nomicalj  and  beueficial  method  of  relief.    There  hu 
loud  outcry  for  grand  public  works.     No  uselens  c 
will  remain  as  tokens  of  this  hard  wiliter,  and 
overy  eueeeeding  year,    Tlie  hungry  mottthi  have  k& 
Hie  band  of  governmeut,  open  now  in  charity,  aa 

ached  iu  wrath. 
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6th,  In  what  spirit  should  charity  be  administered  ? 

In  that  of  kindness  and  respect.  No  condition  of  life 
and  character  is  so  abandoned  that  it.needs  or  deserves 
that  marks  of  ignominy  should  be  attached.  When  the 
murdcrer,  with  his  bloody  hands,  is  to  be  executed,  the  sen- 
timent  of  the  Community  shrinks  from  the  idea  of  adding 
insult  to  his  doom.  He  is  treated  among  no  magnanimous 
people  with  contumely  or  outragc.  If  his  manhood  is 
respected,  even  in  his  crime,  should  not  those  who  are  the 
victims  of  misfortune,  or  at  the  worst  of  only  passive  vices, 
be  free  from  more  than  the  disgrace  which  is  necessary  to 
their  condition  ?  It  is  unchristian,  it  is  cowardly,  to  insult 
by  word  or  badge  the  unfortunates  of  society.  No  true 
man  will  do  it :  no  brave  people  will  allow  it  to  be  done. 
The  fotlowers  of  Mahomet  would  not  suffer  a  tattered  bit  of 
paper  to  blow  by  them  or-remain  on  the  ground,  but  would 
reverently  pick  it  up,  lest  it  should  contain  some  fragment 
of  Alcoran.  There  is  no  brpken  piece  of  humanity  in  the 
mire  of  poverty  and  crihie  on  which  the  proudest  of  earth 
can  place  his  foot,  and  not  crush  God's  image.  Tenderly, 
reverently,  should  we  bear  ourselves  to  all ;  but  to  none  more 
kindly,  more  ourselves  rebuked,  than  to  the  forlorn  and 
helpless. 

Yet  there  should  be  no  we^kness  or  paltering  in  charity. 
While  all  harshness  and  contumely  are  avoided,  public 
maintenance  should  ncver  be  made  desirable  to  the  able- 
bodied  workman,  nor  should  even  the  feeble  be  allowed  to 
escape  just  so  much  of  labor  as  their  condition  permits. 
Tliis  is  justice  to  the  Community,  and  kindness  to  the 
unfortunate.  Especially  should  the  publio-sense  discourage 
and  banish  that  shameless  and  obtrusive  mendicancy  by 
which  the  bold  and  bad  snatch  away  the  portion  of  the 
weak,  the  honest,  the  retiring  poor.  The  truly  helpless 
and  suffering  should  be  sheltered  under  the  wings  of 
charity;  the  indolent  and  wasteful,  driven  out  into  the 
storms  of  the  world. 
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CHAPTER  VH. 

I.     THE   FINANCE   OP  WAB. 

The  financo  of  war  is  greatly  perplexed  to  the  populär  mind 
by  one  fallacy,  which  is,  that  a  vastly  greater  amount  of 
money  is  necded  in  time  of  war  than  of  peaco.  Bewildered 
by  this  notion,  than  which  none  can  be  more  absurd,  the 
public  arc  easily  induced  to  sanction  a  wholc  class  of 
measurcs  that  would  bc  generally  recognized  as  injurious  in 
ordinary  times,  but  are  imagined  to  havc  some  virtue  to 
bring  out  a  greater  amount  of  money  to  meet  the  supposed 
emergencies  of  war.  The  truth  of  it  is,  if  we  supposo  no 
extra  importation  of  foreign  material  for  consumption  (and 
liineteen-twentieths  of  the  expenditures  of  all  wars  are  for 
domestic  labor  and  material),  there  is  no  larger  produetion, 
no  more  conimodities  to  be  exchanged,  no  more  Services  to 
be  rewarded,  and  consequcntly  no  more  occasion  for  the  use 
of  money. 

But  govemment  now  becomes  the  great  Operator,  employs 
perhaps  ten  times  its  usual  number  of  agents,  expends  teu 
times  its  usual  resources.  It  then  has  need  of  more 
money :  but  as  it  only  takes  the  place  of  former  employers, 
of  former  consumers,  so  it  only  ueeds  to  take  their  place  in 
the  receipt  of  money ;  and  that  may  be  effeeted  by  prompt, 
equal,  and  thorough  taxation,  —  t-axation,  too,  condueted  by 
the  established  methods,  and  in  aecordance  with  such  prin- 
ciples  as  we  have  laid  down.  A  state  of  war,  therefore, 
instead  of  being,  as  it  is  usnally  made,  a  reason  for  depart- 
ing  ironi  tlie  ordinary  rules  of  public  ecoiiomy,  is  an 
additional  reason  for  adhering  closely  to  them  in  every 
particular. 

War  is  a  business  as  much  as  agricnlture.  The  same 
resources  are  necessary :  tliere  must  l>e  materials,  provision, 


^ 
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tools,  labor.  This  is  all  that  is  needed  in  either;  nor  is 
there,the  least  difference  in  the  two,  considered  as  modes  of 
production  :  their  principles  and  methods  are  the  same.  It 
is  only  when  considered  as  modes  of  consumption  that  thcy 
have  separate  relations  to  the  science  of  wealth.  "  Raising 
money  "  has  been  generally  accepted  as  the  great  business 
of  a  nation  in  war ;  but  it  is  no  niore  so  than  in  ordinary 
times.  What  is  wanted  is  labor,  tools,  provision,  and  ma- 
terials :  that  is  what  is  to  be  "  raised."  And  at  least  an 
equal  amount,  though  of  different  kinds  and  for  different 
purposes,  is  "  raised  "  every  year  or  day  of  peace.  Govern- 
ment, however,  is  now  the  great  employer ;  and,  as  it  is  to 
furnish  these,  it  must  get  them  from  the  Community  which 
has  them,  and  has  been  operating  them.  This,  as  we  said, 
requires  taxation,  but  neods  no  financial  jugglery,  as  is 
supposed ;  and  involves  no  departure  from  ordinary  prin- 
ciples. 

Indeed,  war  might  be  carried  on  without  money ;  has  been, 
to  a  great  extent.  The  public  force  might  always,  as  it 
often  has,  fill  its  armies  by  conscription ;  its  granaries,  by  a 
tax  in  kind ;  its  arsenals,  by  compulsory  labor.  The  greatest 
armies  the  world  has  ever  seen  were  raised,  supported,  and 
disbanded  without  a  money  ehest.  In  the  advance  of 
civilization,  it  has  been  found  more  expedient,  as  it  is  more 
just,  that  government  should  purchase  all  it  consumes  in 
war,  obtaining  the  means  in  money  by  taxation.  But,  as 
war  does  not  increase  the  number  of  laborers  or  augment 
their  power  in  production,  it  remains  true  that  thore  can  be 
no  greater  occasion  for  the  employment  of  money,  whose 
only  office  is  to  exchange  the  produets  of  labor. 

But  it  may  appear,  that,  if  foreign  labor  (as  mercenary 
soldiers)  or  foreign  material  (the  produets  of  foreign  labor) 
is  introduced,  there  will  be  a  greater  demand  for  money  to 
make  the  exchanges  of  Services  and  values.  Of  the  first,  it 
may  bet  said,  that  the  employmen\  of  mercenaries  is,  in  fact, 
too  small  to  be  of  any  aecount  in  tne  great  calculations  of 
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wariike  expenditures.  The  latter  is  of  importance,  but 
really  fonns  a  small  fraction  of  the  actual  ontlays  of  war, 
prohably  not  equal  to  the  reduced  wages  of  domestic  labor 
in  arnis«  as  against  the  same  labor  in  peace :  it  being  true 
of  almost  all  arinies,  that  tbeir  pay  is  below  the  arerage  of 
iudustrial  occupaiions.  But,  if  we  allow  all  the  actual 
imponatiou  of  foreign  material  to  be  so  moch  added  to  the 
necessity  for  money.  the  eflfeet  will  he  sünplj  what  has  been 
akvady  indicated  in  the  philosophy  of  currency.  Money 
will  he  exported  up  to  a  certain  point  to  pay  for  Imports : 
this  will  lower  home  prices.  diminishing  the  domestic  ex* 
penditures  of  eoTemmenu  and  encooiaging  the  export  of 
produce.  which  will  continually  read  to  restoie  the  balanee. 
Berond  die  point  at  which  mooey  cannot  be  sent  off.  with- 
<wnt  domestic  distress  ewernmem  mu$*  resort  to  credit  dt 
loans.  Such  loaas.  howerer.  cannot  iacreaae  the  mooey  in 
theoMintry;  for,  evesi  if  tbey  fest  assame  that  form  abroad, 
they  are  nuwd  into  mutorisl  Hefa*  imporced. 

This  disoassioau  h  sitcoM  be  borae  in  mind.  ha*  odIt 
recankd  tbe  amonnt  of  awa'  raquirad  in  war.*  We  bave 
kad  nothiur  diwcriy  to  say  as  to  the  amount  of  capatal 
cmffarecL  Of  this  we  express  »  oyaiociD :  wfcDe  we  main- 
laia  that  it  is  *i»q»eswaxaib2y  troe,  ihas  no  grwser  T-oSume 
af  amMT  is  **ed*d  to  «übe*  all  tbe  excäsanaes  incideHit  to  a 
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CHAPTER  Vin. 

ECONOMY  OF  THE  WAR  SYSTEM. 

War  is  the  greatest  fact  that  presents  itself  in  this  part 
of  our  general  subject.  Its  consumption,  its  expenditures, 
are  wholly  for  unproductive  purposes,  and  not  only  unpro- 
ductive,  but  absolutely  destructive  of  those  by  whose  labor 
wealth  is  produced.  War  demands  by  far  the  largest  part 
of  all  the'revenues  of  civilized  governments  throughout  the 
world.  It  thercfore  Claims  consideration  as  far  as  our  limits 
will  permit. 

That  war  is  a  political  necessity  while  no  preparation  is 
made  for  preserving  peace,  cannot  for  a  moment  be  denied. 
So  also  were  private  combats  and  the  wager  of  batüe  in  by- 
gone  ages.  Disputes  will  ensue  between  nations  as  between 
individuals ;  and,  if  no  provision  is  made  for  umpirage  or 
arbitration,  a  resort  to  the  sword  is  inevitable.  Hence  the 
great  System  of  war.  But  for  established  laws  and  courts 
of  justice,  individuals  would,  of  necessity,  be  compelled  to 
seek  redress  for  private  grievances  by  an  appeal  to  brüte 
force.  This  would  not,  indeed,  determine  which  of  the  parties 
were  in  the  right,  only  which  was  the  stronger  or  more  fortu- 
nate  in  the  struggle.  So  of  nations.  When  differences  arise 
between  them,  how  can  they  be  settlcd  except  by  a  trial  of 
strength?  There  is  no  well-defined,  well-cstablished  code 
of  international  law ;  there  is  no  tribunal  of  international 
justice :  how  then,  except  in  battle,  can  their  disputes  be 
adjusted?  It  is  a  well-established  principle,  that  a  man 
should  not  be  a  judge  in  his  own  case ;  and  therefore,  as 
between  individuals,  it  is  decided,  that,  instead  of  the  wager 
of  battle,  the  aggrieved  party  shall  submit  nis  case  to  the 
arbitrament  of  bis  fellow-citizens.  But,  as  between  nations, 
no  such  arrangement  has  as  yet  been  made. 

Hence  we  are  to  contemplate  war  as  a  political  neces- 
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sity.  until  the  nations  of  tbe  earth  shall  establish  a  code  of 
international  law.  and  Institute  a  high  ooort  of  appeal,  lo 
which  their  disput&s  shall  be  referred  for  adjudication. 

War.  then.  in  the  sense  in  which  we  are  to  look  at  it?  is 
not  an  aecidental  fact.  but  an  established  System ;  and.  as  an 
eoonomical  question,  is  to  be  regarded  from  three  diöerent 
points  of  riew. 

Ist.  As  consisting  of  a  permanent  military  force.  a  Stand- 
ing army.  with  all  the  paraphernalia  of  war ;  and.  if  the 
nation  be  maritime  in  its  position.  a  naval  foroe.  somewhat 
proportioned  to  its  militarr  establishment. 

2d.  A  System  of  constantly  increasing  preparations  for 
war, —  arsenals.  dockyards.  and  mannfactories. 

3d,  A  heavy  indebtedness  for  wars  of  the  past.  with  nn- 
oeasing  taxation  for  the  payment  of  aecruing  interest  and 
the  extension  and  perpetuatkm  of  the  System. 

These  three  items  may  be  said  to  constitute  the  war  Sys- 
tem of  the  ciTÜized  world  at  the  present  day.  Looking  at 
war  in  its  economkal  bearings  only,  the  great  feature  that 
presents  itself  is  the  immense  and  constantly  increasing 
expenditures  it  requires. 

In  proof  of  this.  we  first  refer  to  the  statistics  of  Great 
Britain,  not  becaose  they  are  pecoliar.  but  that  they  are  füll 
and  rehable.  Her  naral  and  militarr  expenditures  from  1815 
to  1865,  during  which  period  of  fifty  years  there  has  been 
wo  protracted  war,  have  been  j£l,0S4,330.507.  equal  to 
#5,000,000,000,  or  nearly  twice  as  mnch  as  the  whole  present 
debt  of  the  United  States:  from  1855  to  IStiö  inclusive, 
£769,612^36,  of  which  £  301.618.920  were  required  to  pay 
intereat  od  the  national  debt;  £ 331.887,258  for  current 
expenses  of  army  and  navy ;  for  the  cost  of  collection, 
£48,733,823  (or  abont  six  per  cent  of  the  whole  rere- 
nae);  and  only  £105,472,935  for  all  the  expenses  of  cirü 
gorernment.  So  that.  in  paying  interest  upon  the  debt 
wkoUy  created  in  war  and  in  meeting  present  expenses,  the 

r  System  swaDowed  up  six  serenths  of  the  entire  revenue. 
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The  "Annuaire  Encyclop^dique  "  has  the  following  state- 
meut  of  the  armies  of  Europe  for  1863 :  — 


Kntda    >  * 

Franco    -  . 

Ausiria  •  i    . 

Tutkvy  .  . 

Itoly  .    ■  , 
Grent  Britain  , 

i'l'n--  ,a    .  . 

Spain     .  ,    , 

Swoden  <  . 

Holland  .  ,    . 

]  *'-riiiirirk  . 

Belgiuo»  i  p 


Norway  .  .  , 
Greeee  .  •  . 
ttoiuüo  SUtea  < 
Servia  .  ,  . 
Switzerland 

•  Total     . 


Annv. 


I. \Ä 

513,349 
467,211 
429,000 

300,323 
214,433 
120,000 

07,867 

50,431 

40,116 
20,000 
18,157 
10,291 
8.845 
3,500 


3,815,217 


r-i.'ii.iik-ik. 


64,000,00« 
37,500,000 

aatoiM,ofis 

39,000,000 

21,^20,269 

20,1 1*3,319 

IS, 000,440 

1&,&00,OUO 

2,*66,8&3 

3,5*36,41?  6 

£846,084 

4,671,1*13 

4,000,000 

1,433,764 

1,096,000 

684,306 

935,000 


300,494,105 


'*'.    [KT 


268.18 
144  00 

76.00 
209JO 
4461» 
147-60 
209.20 

60.39 
1 58,18 

71,37 
160.29 
118.00 

93.00 

09.60 
100.00 

7U& 


tlA&H 


64 

73 

75 

91 

70 

»7 

86 

129 

50 

60 

105 

117 

2ÜO 

79 

100 

77 

844 


77 


$  105,84^,000 

137,729,075 

67,310,640 

80,000,000 

05,934,225 

135,4*5,876 

81,346,730 

25,132,370 

3T4 17,820 

9,881,5*0' 

3,507,729 

6,450,525 

2,360,000 

1,089,540 

1,084,500 

H  £6,965 


$644,383,688* 


But  this  sum  of  $644,283,880  is  but  a  part  of  the  cost. 
If  we  jtake  the  loss  tö  production  to  be  equal  to  $150  for 
each  soldier  (a  low  estimate),  we  shall  find  the  additional 
amount  to  be  five  hundred  and  seventy-two  milliöns  of  dol- 
lars  per  annum. 

The  following  statistics  from  the  muster-roll  of  the 
British  army  show  its  entire  strength  and  compositum : — 

Regulär  troops 218}971 

Local  and  colonial 18,249 

Foreign  and  colonial  ....  218,048 

Indlan  military  police     .    .    .  79,284 

Depot  establishmenta     .    .    .  28,141 

Militia 45,000 

• 

If  from  this  total  amount  we  deduct  about  270,000  for  the 
constabulary,  the  militia,  volunteers,  &c,  we  have  550,000 
men,  as  the  non-productive  force  required  by  the  war 
establishment  of  Great  Britain. 

•  The  Report  of  the  Secretary  of  the  United-States  Treasury  for  1868 
ebowed,  that  there  was  expended  for  the  army  $747,859,828,  and  for  the 
navy  $82,177,610;  total,  $829,682,838,  or  about  thirty-three  per  cent  more 
than  all  the  war  expenditures  of  Europe  for  that  year. 


Pensionen 14,768 

Yeomanry 16,080 

Irish  constabulary 12,892 

Volunteers 170,000 

Total  number  of  men  .    .  820,928 
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The  following  is  a  statement  of  the  national  debt  of  each 
of  the  nations  mentioned :  — 

Great  Britain  (1862) £                 800,000,000,  equal  to  $4,000,000,000 

France  (1&65) Francs,     11,902,000,000,  „  „  2^*80,000,000 

Austria(lt*0) Florina,      2,860,000,000,  „  „  1,120,000,000 

Spain(1864) Realt,       14,581,000,000,  „  „  726,000,000 

Ruasia(lS61) Scabies,       418,000,000,  „  „  800,000,000 

Pru5öü*(1862) Thafers,        801,000,000,  „  „  215,000,000 

Portugal  (1862) Milreis,         149,000,000,  „  „  168,000,000 

Turk«y(1664) £                    81,000,000,  „  „  155,000,000 

Belgium Francs,         655,000,000,  „  „  181,000,000 

Deamaik Rix-doUan,   95,000,000,  „  „  58,000,000 

$9,248,000,000 
If  Um  debts  of  all  other  European  power»  mar  be  esümatedat   .    .         752,000,000 

We  have  a  total  of $10,000,000,000 

To  this  wte  add  the  debt  of  the  United  Stetes  (aaj)   .  - 2,750,000,000 

Grand  war  total $12,750,000,000 

The  following  table«  which  we  take  from  the  "  Financial 
Reformer"  (British),  is  more  impressive  than  any  Statements 
we  oould  make  in  regard  to  the  expenses  of  the  war  System 
in  England«  and  the  small  prvportim  required  for  the  civil 
department  of  the  government :  — 

From  1834  to  1861  inclusive  (nineteen  tcäts)  the 

total  expendiuire  was .    .    .  £1,125,689,474 

Forannr £226.084,027 

Fornarj 177.654,537 

Operations      ....      16.164.290 

£419.902.854 

laterest  and  charges  on  the  debc  .    .    546.400^40 

Total  for  fighting  ptirpo«*  and  debt 966303394 

IjtmTing*xmB«i*r  pmrp»** £159,386,080 

Heaee  it  appears  thal  there  was  ex- 

\    peaded  doring  this  period  for  war. 

preparatnns  for  war,  and  debc  a  com- 

aeqnenee  of  war.  an  arerage.  ererT 

jear.of \    £50^858.073 

And  for  ctTÜ  gpvmflMtit 8388.741 

£42.469,332  per  ammm. 
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Another  important  point  to  be  noticed  in  relation  to  the 
war  expenditures  of  European  nations  is,  that  they  have 
been  constantly  increasing,  and  at  a  fearful  rate. 

The  increase  of  taxation  in  England  between  1863  and 
1865  was  fifteen  millions  Sterling  per  annum  over  the 
previous  decade. 

The  cost  of  the  army,  navy,  and  ordnance  combined, 
m  1835,  was  lcss  than  twelve  millions ;  in  1850,  it  was  fif- 
teen millions ;  in  1861,  it  had  increased  to  thirty  millions 
Sterling.  Mr.  Gladstone  stated  in  1861,  that  "  the  total 
expenditure  (imperial  and  local)  had  grown  nearly  twenty 
million  pounds  in  the  space  of  seven  years ;  and  that,  t^king 
the  annual  savings  of  the  country  of  £50,000,000,  the 
whole  interest  of  eight  years'  accumulation  was  absorbed 
and  swallowed  up  in  this  expenditure." 

Mr.  Laing,  Ex-Pinance-Minister  of  India,  in  a  late  lecture, 
said  that  "  the  national  debt  of  France  had,  in  ten  years, 
increased  «£150,000,000,  while  that  of  Austria  and  Italy 
had  increased  «£68,000,000.  Spain  was  at  its  wits'  end  to 
make  both  ends  meet ;  while  Turkey  was  knocking  at  the 
doors  of  every  banker  in  Europe,  ready  to  accept  any  thing 
from  any  body  who  was  ready  to  lend  them,  on  any  terms. 
.  .  .  During  the  last  ten  years,  there  had  been  &n  extra 
expenditure  of  £300,000,000,  incurred  by  two  great  Euro- 
pean wars  ;  £300,000,000  more  added  by  minor  wars  and 
an  armed  peace." 

Mr.  Gladstone  has  made  the  following  statement, — "  that, 
between  the  years  1842  and  1853,  the  income  of  the  wealth 
of  this  country  (Great  Britain)  was  at  the  rate  of  twelve, 
and  that  her  expenditures  were  at  the  rate  of  8|,  per  cent ; 
while,  between  1853  and  1859,  the  national  wealth  grew  at 
the  rate  of  16£,  while  the  national  expenditure  was  at  the 
rate  of  58,  per  cent." 

Such,  then,  is  the  condition,  not  only  of  England,  but  of 
all  the  European  powers  ;  and  the  United  States  of  America 
are  now  to  be  placed  on  the  same  level.    All  have  an  im- 
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mensc  indebtedness,  the  interest  upon  which  consumes  a 
large  part  of  their  current  revcnue.  Each  finds  its  annual 
budget  increasing  at  a  fcarful  rate ;  each  finds  itself  obliged, 
undcr  the  present  competition  in  armaments,  to  expend  an 
increasing  suin,  from  year  to  year,  for  warlike  preparations 
by  land  and  sea. 

These  facts  should  be  kept  distinctly  in  mind,  whcn  we 
look  at  the  economic  bearings  of  the  war  System  of  the 
present  day  ;  and  it  should,  morcover,  be  remembered,  that 
they  apply  generally  to  that  System  as  it  existed  prior  to 
the  civil  war  between  the  American  States.  But  that  con- 
flict  greatly  changed  the  war  System  of  the  world :  it  per- 
haps  would  not  be  extravagant  to  say,  that  it  revolutionized 
naval  warfare.  In  November,  1861,  the  British  Government 
had,  in  process  of  building,  fifty-four  steamships  of  war, 
with  a  tonnage  95,855,  with  10,930-horse  power,  and  1,254 
guns.  On  the  8th  of  March  following,  the  Confederate 
mm  "  Merrimack"  appeared  in  Hampton  Roads,  and  in  a  few 
minutes,  with  its  formidable  prow.  sent  to  the  bottom  the 
"  Congress"  and  the  "  Cumberland,"  two  of  the  finest  vessels 
in  the  navy  of  the  United  States,  and  demonstrated  that,  in 
the  future,  no  reliance  could  be  made  lipon  wooden  vessels 
in  naval' warfare.  This  great  fact  disposed  of  "wooden 
walh."  On  the  next  day,  the  "  Monitor,"  with  her  turret,  en- 
"tered  the  Roads,  engaged  the  "  Merrimack,"  and  she,  in  her 
turn,  feil  before  a  new  and  still  more  powerful  enginery. 
Iron  sides  were  no  sufficient  protection  against  the  turret 
This  was  the  second  important  fact;  and,  together,  they 
turned  the  whole  current  of  preparation  for  naval  warfare 
in  a  new,  ay  and  much  more  costly,  direction. 

These  considerations  have  most  important  economic  bear- 
ings ;  but  their  political  significance  is  still  greater.  In  the 
first  place,  they  destroyed  the  vast  supremacy  which  Eng- 
land had  held  up  to  that  time.  Her  previous  preparations 
and  accumulations  of  war-ships  were  almost  annihilated  at  a, 
blow ;  and  the  nations  ^ere  thus  left  to  commence  together 
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a  newrace  of  competition.  In  the  second  place,  tlie  im- 
mense appropriations  hitherto  made  for  naval  purposes  mnst, 
if  the  competition  is  to  be  kept  up,  be  increased  tenfold ; 
and  since,  as  we  have  just  shown,  all  the  principal  nations 
of  the  civilfzed  world  are  deeply  involved  in  debt,  it  becomes 
a  very  grave  and  embarrassing  question,  by  what  means, 
and  out  of  what  resources,  all  these  new  expenditures  are 
to  be  met.  Besides,  the  question  may  well  be  started, 
whether  invention  and  discovery  in  regard  to  military  and 
naval  engineering  and  architecture  have  arrived  at  their 
ne  plus,  so  that  there  is  no  danger  that  all  these  now  ex- 
traordinary  means  of  destruction  will  not  be  superseded  by 
others  as  much  in  advance  of  these  as  Enfield  rifles  are 
in  advance  of  the  old  flint  firelocks»  Such,  fortunately  or 
unfortunately,  is  the  condition  and  aspect  of  the  war  System 
to-day.  To  the  political  economist,  as  well  as  the  practical 
statesman  and  financier,  it  must  be  a  matter  of  serious 
consideration  whether  the  time  has  not  come  when  new  and 
improved  ideas  of  international  intercourse  are  not  quite  as 
desirable  as  new  engines  of  human  destruction ;  whether 
the  important  events  to  which  we  have  referred,  do  not  sug- 
gest  a  different  policy  from  that  which  has  prevailed  in  the 
past. 

To  take  the  United  States  as  an  example  :  The  national 
debt,  when  Consolidated,  will  not  be  less  than  three  billions, 
the  interest  of  which  will  be  at  least  one  hundred  and  eighty 
millions.  To  this  must  be  added  the  vast  pension  litt  which 
a  four-years'  war  has  created.  To  this  still  is  to  be  added 
the  immense  amount  which  is  sure  to  be  awarded  for  claims 
on  the  government  for  spoliations  and  damages  occasioned 
by  the  Operations  of  war.  And  if  we  are  to  entcr  into  com- 
petition, under  the  present  policy,  for  iron-clads,  monitors, 
land  fortifications,  and  standing  armies,  we  must  have  an 
enormous  addition  to  our  current  expenses.  Of  necessity 
there  must  be  a  very  heavy  and  constant  taxation  to  meet 
all  this,  and  that,  too,  with  no  prospSct  of  paying  off  the  debt. 
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Tbe  ¥4:  d-V**  *>?  ^yyi^rc;  dne§  sr?  □**  paad  off.  aad 

i*  ':l^^;.^;.ri*i  Bit  th*  oxtditsoa  of  tbs  United  Si 
u.  r.I*  r^rtsi*  *s  -wk  Kit*  alrea-ij  3±*>wel.  i*  tb?  coodhäoA 
of  C:.r>:  .:/v>z&  :  a:>d  tti*r=rf j?*.  if  a  change  »  to  be  braxeht 
abo>*;?.  all  *z*z  alxfc?  int^rested.  a&d  must  anire  in  eäec&Eg  it. 

V#V  bar*  sald.  that.  ander  existing  circnn^iances.  vir 
mar  ?/*;  &  poliric&l  necessitj:  bat  is  it  a  nwr<j/  necessitT  ? 
1»  th*r«:  aar  thing  in  the  natarc  of  man  which  makes  die 
fasitrnvüon  of  bis  fellow-men  in  war  imaToidable  *  Is  it 
not  a#  feasible  and  as  consistent  with  his  nature  to  dispense 
with  appeals  to  brate  force  amongst  different  commonities, 
a#  b*twe*rri  different  individuals  in  those  communkies  ? ' 
Would  not  tlie  same  principle.  the  same  common  sense, 
which  establishes  a  court  of  justice  for  the  settlement  of 
private  disputes,  establish  a  similar  tribunal  for  the  settle- 
ment of  international  difierences  ? 

If  it  is  indispensable  to  the  preserration  of  peace  amoogst 
individuals,  that  there  be  a  well-defined  code  of  laws,  which 
all  may  understaud,  and  all  must  be  reqoired  to  obey,  is  it 
not  equally  indispensable  amongst  different  communities  ? 

At  present,  as  we  have  said,  there  is  no  established  code 
of  international  law,  or  any  common  tribunal  for  the  settle- 
ment of  international  disputes.  Is  the  attainment  of  these 
admittedly  important  objects  practicable  ?  In  what  manner 
can  they  be  secured  ?  Evidently  in  the  same  way  in  which 
all  social  institutions  are  formed ;  viz.,  by  the  voluntary, 
harmonious  action  of  those  who  are  directly  concerned. 
And  this  can  only  be  secured  by  concerted  and  concentrated 
eflfort.  "  Conccntration,"  says  M.  Guizot,  "  is  the  highest 
element  of  civilization."  The  parties  must  come  volunta- 
rily  together ;  must  consult  upon  their  mutual  interests ;  in 
short,  thnre  must  first  be  a  general  international  Convention, 
or  congross.  Tliis  is  a  necessary  preliminary.  Is  it  feasi- 
ble  ?  Can  the  human  mind  achieve  this  advanced  step  to  a 
higher  condition  ? 
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We  answer  these  questions,  without  hesitation,  in  the 
affirmative,  and  for  the  following  reasons :  — 

First,  Because  the  present  System  is  at  war  with  the 
plainest  dictatcs  of  common  sense,  and  the  highest  interests 
of  mankind. 

It  may  be  safely  assumed,  that  any  System,  policy,  or  prac- 
tice,  which,  in  the  course  of  events  and  the  lapse  of  time, 
has  become,  not  only  absolutely  useless,  but  positively  per- 
nicious  and  absurd,  cannot  long  continue ;  th&t  the  advan- 
cing  tide  of  intelligence  will  sweep  it  away  as  the  rubbish  of 
the  past. 

POLLY  OP  RIVAL  ARMAMENTS. 

Each  nation,  as  we  have  seen,  has  its  standing  army,  its 
navy,  fortifications,  dockyards,  arsenals,  <fec,  &c. ;  and, 
consequently,  each  is  endangered  by  the  military  and  naval 
preparations  of  every  other,  and  they  live  in  constant 
mutual  jealousy.  Hence,  if  it  is  known  or  suspected  that 
France  is  making  an  addition  to  her  navy,  England  at  once 
makes  as  large  or  larger  one  to  hers.  And,  having  done 
this,  is  either  any  safer  than  before  ?  Are  not  both  as  rela- 
tively  defenceless  as  everf  But  France  lays  down  still  other 
keels,  and  the  dockyards  of  England  are  again  in  motion, 
until  the  fleets  of  both  are  yet  further  enlarged ;  but  has 
the  relative  condition  of  either,  as  to  security,  been  im- 
proved  ?  Has  not  each  increased  its  means  of  aggression  as 
well  as  defence? 

That  which  is  true  of  France  and  England  is  true  of  all 
the  nations  of  Christendom.  Russia  does  her  utmost  to 
create  a  vast  navy.  Austria,  Prussia,  Turkey,  Sweden,  do 
all  in  their  power  to  prepare  for  war,  however  great  the  bür- 
den and  sacrifice.  And  yet  does  this  genefal  System  of 
mutual  armaments  make  them  any  more  safe,  respectively, 
than  if  no  such  preparations  were  made  by  either  ?  If  this 
question  must  be  answered  in  the  negative,  is  not  the  arrant 
folly  of  the  System  fully  demonstrated  ? 
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CHANGES  IN  WAR  ARMAMENT3. 

Secondly,  Because  the  changes  to  wliich  we  have  already 
referred,  that  are  continually  taking  place  in  the  machinery 
of  war,  are  so  great  and  frequent  as  to  forbid  all  hope  tbat 
nations  can  ever  be  fully  prepared  for  war.  We  need  not 
dwell  upon  this  point ;  for  its  importance  is  obvious  to  any 
one  who  looks  for  a  mornent  at  the  subject.  Wliat  terrible 
eugines  of  destruction,  what  unheard-of  forces,  are  yet  to  be 
brought  into  use  for  the  destruction  of  mankiiid  ? 

The  mind  Stands  aghast  at  the  awful  possibilities  of  the 
future,  if  the  present  senseless  and  inhuman  competition 
in  war  preparations  is  to  be  continued.  The  moral  sense 
of  the  world  revolts  at  the  thought  of  such  stupendous  folly 
and  crime. 

INFLÜENCES  ADVEBSE  TO  WAR. 

A  third  consideration  which  leads  us  to  expect  that  the 
present  war  system  will  be  superseded  by  a  general  confed- 
eration  for  the  preservation  of  peace,  is,  that  all  the  influ- 
ences  of  the  age  are  against  its  barbarities. 

(a)  Commeree,  as  well  as  common  sense,  makes  a  strong 
plea  in  favor  of  peace.  Extending  with  almost  inconceiva- 
blc  rapidity,  its  influence  is  every  day  advancing,  and  its 
interests  becoming  more  identified  with  the  harmony  of  na- 
tions. No  stronger  illustration  of  this  was  ever  afforded 
than  that  presented  by  the  war  of  the  Rebellion  in  the 
United  States.  Although  a  civil  war,  confined,  of  course, 
within  the  territories  of  our  government,  it  deranged,  to  a 
wonderful  extent,  the  commerce  of  the  world.  How  tre- 
mendous  its  effect  upon  European  industry !  How  rapidly 
did  it  transfer  the  wealth  of  Europe  to  India  and  other 
Eastern  nations !     How  severely  did  it  afFect  the  commerce 
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of  the  United  States,  drivuig  nearly  half  of  it  from  the 
ocean  in  the  short  period  of  three  years ! 

Bat  how  circumscribed  were  the  effects  of  that  conflict  to 
what  would  be  feit,  should  a  war  arise  between  Great  Britain 
and  the  United  States  !  In  such  an  event,  how  painful  and 
wide-spread  would  be  the  devastation  to  the  commerce  of 
the  two  most  commercial  nations  on  the  face  of  the  globe  ! 
How  terrible  the  results  to  trade  and  industry  in  evcry  part 
of  the  earth !  Yet  no  preparation  is  being  made  to  prevent 
the  occurrence  of  such  a  calamity ;  but  every  thing  is  done 
to  make  it  as  destructive  and  ruinous  as  possible,  should  it 
take  place.  It  does  not  seem  reasonable  to  suppose  that 
such  a  State  of  things  can  be  permanent ;  that  all  the  great 
social,  moral,  and  material  interests  of  mankind  can,  in  the 
present  advanced  period  of  intelligence,  be  allowed  much 
longer  to  be  thus  imperilled. 

(6)  The  rapidly  increasing  intercourse  by  travel  between 
the  different  peoples  is  making  them  more  acquainted  with 
each  other,  and  dissipating  much  of  that  ignorance  and  prej- 
udice  which,  in  times  past,  has  been  a  prolific  source  of 
jealousy  and  distrust. 

(<?)  The  education  of  the  masses,  their  gradual  progress 
in  knowledge,  and  their  growing  influence  in  public  affairs, 
is  another  very  hopeful  indication.  The  people  are  being 
enlightened,  and  are  becoming  too  "  wise  "  to  be  made  the 
dupes  of  a  System  of  which  they  are  the  greatcst  victims.* 

(d)  The  neutralization  of  the  Black  Sea,  by  the  treaty 

*  It  may  perhaps  be  expected,  that  we  should  mention  "  the  onward  pro- 
gress of  the  gospel "  as  one  of  the  influences  adverse  to  war :  but  we  are 
indisposed  to  enter  upon  the  theological  question,  whether  Christianity 
condemns  war  as  sinfol;  and,  consequently,  as  we  cannot  assume  that  it 
does  so,  can  make  no  argument  as  to  its  influence  in  prerenting  war. 
Christianity,  certainly,  has  no  direct  tendency  to  abolish  any  System  which 
it  does  not  positively  condemn,  still  less  any  practice  which  it  openly  sano- 
tions  and  approres.  We  have  our  indiridual  opinion,  that  war  is  not  in 
accordance  with  the.  teaching  and  ezample  of  the  great  Founder  of  Christian- 
ity, but  shall  not  moot  the  question  here.  We  prefer  to  look  only  at  the 
economic«!,  political,  and  social  bearings  of  the  subject 
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inadc  at  Paria,  1856,  at  tue  comdusinn  of  Bü  war  of  the 
Crimea,  is  a  vary  sigtiifieant  fact,  as  connected  with  dia- 
artnament  and  the  permanent  peaeo  of  the  world.     By  that 

f,  ihe  p&rttea  agreed  that  no  ships  of  war  ghould  i 
the  Black  Seaybut  that  its  waters  ihould  bo  snered  to  peacc- 
ful  commerce*     Thm  was  the  introduetion  of  a  new  prinei- 
ple  ißto  European  dlplomooy,  although  the  ideahad  before 

adopted  in  the  Treaty  of  GUent,  made,  in  1 

f  Britein  and  the  United  States,  which  contatned  a 
Provision,  that  the  great  lakes,  hing  butweeu  the  territoriea 
Ofthe  rontiLKling  partiea,  ahould  be  neutralized,  and  ti€ 
party  huild  fortifioatioris  or  tnaittt&ia  a  naval  foree  apon 
tlüui.     This  treaty  haa  been  obaerved  down  to  the 
linn\  upwards  of  tifty  years,  to  the  great  admntage  of 
partios, 

The  argument  suggested  by  these  two  facta  is,  th 

ralizatioo  of  the  American  hikea  and  the  Hl;« 
ftmnd  so  feasihle  and  beneiicial,  the  satne  prineiple  inight, 
With  still  greater  advantage,  he  extended  to  all  the 
and  oceane  on  the  globü> 


A  C0NGBES5   OF   NATIONB   PROBABLE. 

Bat  our  fourth  reaatm  for  expecting  that  the  great  objeet 
of  disarmameut  will  he  aecomplished,  arLses  froin  the 
Bideration  that  public  seiitimi'nt  has  been  evidenlly  turned 
in  that  directum  for  the  last  fifty  years,  ftttd  mudi  has 
actnally  been  done  towards  bringing  the  subjeet  directly 
before  the  different  nations. 

(<i)    Association^  have  exiated  for  a  long  tinic,  whoso 
objeet  has  been  fco  bring  aWmt   permanent  and  universal 
peaee ;  and  one  of  the  prominent  nieasures  insmted  upou 
as  necessary  to  this  eud,  has  been  a  eongress  of  na! 
To  bring  this  idoa  distinclly  before  the  public  mind, 
international  Peace  Cougress  was  held  in  London,  in  l 
in  Brüssels,  in  1848 ;  in  Paria,  in  1849 ;  in  Frankfurt,  in 
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1850;  in  London,  in  1851;  beaides  several  other  general 
convocations  in  regard  to  the  same  aubject.  At  all  these, 
the  prominent  idea  has  bcen  the  cstablislimcnt  of  a  general 
congress,  organized  by  the  representatives  of  all  the  statu s 
of  Christendom, 

The  result  of  these  movements  has  beeil  to  awaken  an 
interest  in  the  public  mind  in  relation  to  this  subject 

(6)  In  addition  to  these  yoluntary  and  merely  Philan- 
thropie efforts,  the  question  was  distinctly  preaented  in  the 
British  House  of  Commons  by  the  lata  Mr,  Cuhdcn,  who 
took  great  interest  in  the  movement,  and  had  perfect  faith 
in  its  ultimate  sueeess. 

So  far  back  as  June,  1851  ?  this  distinguished  meniber  of 
Parliament  moved,  "  That  an  humble  address  be  preaented 
to  Her  Majesty,  praying  that  she  will  direct  the  Secretarj 
of  State  for  Foreign  Affairs  to  enter  into  commumeation 
vith  the  government  of  France,  and  to  endeavor  in  fnhm? 
to  prevent  that  rivalry  of  warlike  preparations  in  time  of 
peace  which  has  hitherto  been  the  avowed  policy  of  tbe  two 
nations  ;  and  to  promote,  if  possible,  a  mutnal  rednetion 
of  armaments," 

Lord  Palmorston  expressed  his  high  apprnval  of  the 
motion,  and  said,  "  I  am  glad  the  honorable  member  has 
tuken  advantage  of  the  meeting  of  the  world  (the  CJreat 
Exhibition),  to  declare  in  his  place  in  Parliament  tboaa 
principlee  of  universal  peaec  whieh  do  honor  to  bim  and 
the  country  in  which  they  arc  proclaimed."  Yet  bis  lord- 
ghip  objeeted  to  being  "  bound  iuto  negotiationa  ;  "  and,  of 
course,  not  hing  was  ever  done. 

(  )  A  still  more  enconraging  fact  is  found  in  the  action 
of  the  Freneb  emperor  in  relation  to  thi^  matter.  Flaced 
at  the  head  of  the  most  military  nation  in  Europe,  he  pro- 
posed  a  congress  to  devise,  amongst  other  measures,  the 
means  of  redueing  those  euormous  stau  ding  armamenta 
which  uro  the  curso  and  peril  of  the  World. 

This  pruposal  England  alone,  of  all  the  governments  of 
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Europe,  declined.  The  Emperor  of  Russia,  in  bis  reply 
to  the  invitation  of  the  Prench  Emperor,  said :  "  A  loyal 
understanding  between  the  sovereigns  has  always  appeared 
to  ine  desirable.  I  should  be  happy  if  the  proposition  issued 
by  your  majesty  sliould  lead  to  it."  The  King  of  Prussia 
replied,  "  In  such  a  work  I  will  join  with  all  my  heart, 
and  in  perfect  liberty  only  to  consult  my  own  solicitude  for 
the  general  interest  of  Europe."  The  King  of  Italy  said : 
"  I  adhere  with  pleasure  to  the  proposal  of  your  imperial 
majesty.  My  concurrence  and  that  of  my  people  are  as- 
sured  to  the  realization  of  this  projcct,  which  will  mark  a 
great  progress  in  the  history  of  maukind." 

The  King  of  Norway  and  Sweden,  the  King  of  Denmark, 
the  King  of  the  Netherlands,  the  King  of  the  Belgians,  the 
Queen  of  Spain,  the  King  of  Bavaria,  the  King  of  Hanover, 
the  Pope,  the  Germanic  Confederation,  the  Kings  of  Sax- 
ony,  Wurtemburg,  and  Greece,  all  replied  to  those  pacific 
proposals  of  the  French  Emperor  in  terms  of  high  and 
cördial  approbation. 

(rf)  The  public  press  in  Europe  has  also  spoken  very 
strongly  in  favor  of  disarmament. 

The  subject  is  thus  referred  to  in  the  Paris  Journal, 
"  La  France :  "  —  "  Now  let  us  for  a  moment  suppose,  that 
by  an  understanding  with  the  great  powers,  a  disarmiug 
in  the  proportion  of  one-half  was  effected.  Immediately, 
1,907,924  men  of  twenty  to  thirty-five  years  of  age,  cousti- 
tuting  the  flower  of  the  population  of  that  age,  are  restored 
to  the  labors  of  peace,  and  at  once  a  saving  of  three  hundred 
and  twenty  million  dollars  is  effected  in  the  totality  of  the 
annual  European  budgets ;  with  that  sum  Europe  might 
add,  each  year,  to  the  railways  at  present  existing,  six 
thousand  two  hundred  and  fii'ty  miles.  She  might  cstab- 
lish  in  every  commune,  and  even  in  each  section  of  the 
communes,  a  primary  school.  These  great  improvements 
once  realized,  she  might,  if  she  decided  in  maintaining  tho 
same  sum  in  her  budget,  apply  it  to  the  payment  of  the  pub- 
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lic  debt.  The  annual  interest  upon  the  debts  of  the  different 
European  states  being  about  four  hundred  and  sixty-five 
millions  of  dollars,  they  might  be  paid  off  in  about  thirty- 
six  years.  If,  on  the  contrary,  the  countries  interested 
preferred  applying  the  four  hundred  and  sixty-five  millions 
thus  saved,  to  the  reduction  of  those  taxes  which  weigh 
most  heavily  on  the  pfoduction  or  consumption  of  articles 
of  necessity,  what  an  alleviation  to  the  people,  and  what  a 
Stimulus  it  would  give  to  business!  The  labor  of  theso 
1,907,924  men,  at  only  two  francs  (about  forty  cents  United- 
States  currency)  per  day,  would  amount  to  about  $1,500,- 
000,000  per  annum." 

The  "Journal  des  Debats,"  of  Dec.  14,  1864,  says:  — 
"  The  immense  majority  of  the  intelligent  inhabitants  of 
Europe  have  pronounced  a  preference  for  peace  rather  than 
war,  for  economy  rather  than  enormous  budgets,  for  pro- 
ductive  rather  than  unproductive  outlays ;  and  yet  the 
attitude  of  nations  would  lead  one  to  believe  that  war  is 
possible  and  imminent,  for  on  every  side  the  System  of 
great  armaments  devouring  so  much  capital  is  persisted 
in."  —  "  La  Presse  "  says :  "  Disarming  is  the  order  of  the 
day  in  Italy,  is  in  course  of  realization  in  Austria,  *and, 
being  proposed  by  the  Palmerston  ministry,  has  formed  the 
subject  of  discussion  in  the  English  Journals.  Spain  is 
thinking  of  reducing  the  number  of  men  in  her  army  and 
navy,  thanks  to  the  still-increasing  probability  of  a  Euro- 
pean congress,  the  present  necessities  for  which  begin  to 
popularize  the  Utopian  character  of  the  scheine.  .  .  .  We 
are  pleased  with  the  transformation :  it  is  the  outset  of  a 
prosperous  career ;  it  is  the  triumph  of  a  truly  great  policy. 
It  is  not  the  congress  itself,  but,  as  a  Spanish  Journal  said 
a  few  days  since,  it  is  the  preface  to  the  congress." 

In  view  of  the  encouraging  facts  we  have  presented, 
does  it  not  seem  highly  probable  that  a  general  congress  of 
nations  will  not  be  delayed  much  longer  ?  The  necessity 
for  such  an  Institution,  in  an  economical  and  commercial 
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point  of  view,  is  becoming  every  day  more  apparent  and 
pressing.  The  matter  rests  entirely  with  the  three  princi- 
pal  nations  of  the  world, — Great  Britain,  France,  and  the 
United  States  of  America.  They  have  the  power  to  do  as 
they  will.  Acting  in  concert,  their  influence  is  irresistible, 
and  they  can  achieve  any  object  that  commends  itself  to  the 
common  sense  of  mankind.  There  is  no  adverse  interest 
in  the  case,  and  it  is  only  requisite  that  some  one  of  the 
great  powers  should  take  the  initiative.  True,  the  French 
Emperor's  proposal  failed ;  but  the  condition  of  the  world 
has  greatly  changed  since  it  was  made.  The  American 
Union  has  been  restored,  republicanism  has  been  vindicated, 
the  barbarism  of  slayery  abolished,  and  the  civilization  of 
the  world  has  received  a  powerful  impetus. 


CHAPTER  IX. 

ON  THE  ECONOMY  OP  PUBLIC  EDUCATION. 

It  is  difficult  for  Americans  to  sympathize  in  the  least  with 
the  objection  which  is  made  in  England,  even  by  those  di»- 
tinguished  for  liberal  sentiments,  that  compulsory  education 
is  a  breach  of  the  liberty  of  the  subject.  Our  incapacity  for 
understanding  or  even  respecting  that  sentiment  arises  from 
the  fact  that  such  education  was  early  made  one  of  the 
foundations  of  our  social  and  political  Organization,  and  we 
have  grown  up  to  regard  it  as  an  accepted  principle  of  good 
government.  Our  intolerance  of  the  English  theory,  how- 
ever,  is  not  helped  by  the  consideration  that  their  own  State 
makes  the  support  of  a  particular  religion  compulsory  on 
all  inhabitants. 

This  is  not  the  place  to  discuss  whether  legal  provision 
for  the  Instruction  of  youth  is  an  invasion  of  that  field 
which  is  recognized,  in  all  governments  moderatcly  free,  as 
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belonging  to  personal  rights;  but  it  may  not  be  inappro- 
priate  to  remark,  in  passing,  that  the  period  to  which 
compulsion  is  applied  in  this  matter  is  that  which  cannot, 
for  a  moment,  by  any  rational  philosophy,  bo  conteraplated 
as  capable  of  liberty.  It  is  the  period  of  youth  to  which 
restraint  always  attaches.  Nor  can  it  be  urged  that  such 
compulsory  Instruction  is  a  breach  of  the  Rights  of  parents ; 
fortheir  rights  are  not  perfect  and  primary,  but  depending 
on  the  gift  of  the  state,  which  can  resume  the  funetions  of 
control  in  any  degree  for  the  public  good. 

The  economic  results  of  public  education  are  manifestly 
in  two  directions. 

Ist,  It  is  intended  to  effect  the  prevention  of  pauperism 
and  crime.  To  use  a  populär  American  phrase,  "It's 
cheaper  to  build  schoolhouses  than  jails."  In  looking  at 
this  matter,  we  need  to  take  a  view  between  that  of  the 
Optimist  who  expects  the  extinguishment  of  sin  and  vice  by 
the  advance  of  knowledge,  and  that  of  certain  grossly 
material  philosophers  who  compose  Statistical  tables  to  prove 
that  general  enlightenment  rather  encourages  crime.  The 
first  notion  is  refuted  all  too  quickly  by  sad  experience.  We 
may  fairly  decline  to  consider  the  latter  tili  it  reeeives  the 
sanetion  of  one  practical  statesman.  Such  is  the  theory  of 
our  government  on  public  education.  We  will  not  argue 
this.  We  will  say  that  it  is  an  Americanism  to  rely  on 
general  instruetion  to  check  the  grosser  inclinations  of 
society,  refine  its  manners,  foster  its  self-respect,  and  multi- 
ply  its  restraints. 

2d,  Public  education  is  intended  to  bring  about,  posi- 
tively,  a  higher  economical  condition. 

It  is  mind  that  gives  man  power  over  the  brüte  creation ; 
and  it  is  by  enlarging  and  instrueting  the  mental  power  that 
the  greatest  possible  factor  is  introduced  into  Ins  effort. 

We  do  not  speak  now  of  the  education  of  the  laborer  in 
art  or  science  for  their  own  sake,  but  solely  for  his  advance- 
ment  as  an  individual  being ;  nor  do  we  refer  now  to  the 
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indirect  influence  on  social  ordcr  and  national  power,  en- 
larging  the  desires,  stimulating  the  activities,  and  promoting 
the  frugality  of  a  people.  We  allude  only  to  the  education 
of  all  who  labor,  whether  as  masters  or  apprentices,  inventors 
or  drndges,  governors  or  soldiers,  in  order  that  they  may 
more  intelligently  and  efficiently  discharge  their  parts  in 
production.         , 

It  pays.  to  do  so.  A  few  ycars  of  boyhood  spent  in  prac- 
tical  studies  has  taken  many  a  man  out  of  the  class  of  day 
laborers,  and  placed  bim  among  those  who  superintend 
the  work  of  hundrcds,  or  by  scientific  discovery  multiply 
the  power  of  industry  manifold.  Nor  is  it  alone  in  tbese 
marked  cases  that  a  fortunate  result  has  appeared.  It  is 
perfectly  practicable  in  any  country  to  raise  the  whole  body 
of  the  people  one  distinct  grade  in  industrial  character ;  to 
make  every  hand  and  every  eye  more  strong  and  accurate, 
while  giving  to  each  the  repeatbuj  power  of  mind. 

The  two  modern  communities  which  earliest  connected 
a  general  education  with  the  agencies  of  government  were 
Scotland  and  New  England.  In  each,  the  advance  of  local 
industry,  and  consequently  of  wealth  and  social  power,  has 
exhibited  most  strikingly  the  economical  advantages  of  such 
a  system.  But  it  was  when  the  inhabitants  of  these  regions 
went  abroad  to  engage  in  the  industry  of  foreign  countries 
that  the  triumph  of  public  education  became  complete  and 
conspicuous.  For  more  than  a  Century,  their  intelligent  labor 
has  reaped  the  riebest  harvests  of  the  world.  Not  to  speak 
of  social  and  civil  honors",  the  Yankee  and  the  Scot  has 
every  where  risen,  by  virtue  of  early  and  thorougb  training, 
general  Information,  and  ready  resource,  to  the  mastership 
of  all  enterprises,  all  «ciences,  all  arts.  He  never  remains 
on  the  lowest  plane  of  labor ;  for  he  always  finds  enough  who 
are  condemned  to  it  by  ignorance  and  that  want  of  self- 
respect  and  social  confidence  which  results  from  ignorance. 
He  becomes  "  boss,"  overseer,  master,  employer,  contractor, 
projeetor,  from  the  force  of  that  character  which  was  im- 
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pressed  by  early  education,  and  those  accomplishments 
which  it  bestows  ;  nor  only  this.  Although  we  may  rcmem« 
ber  that  for  the  greatest  iiiventions  we  are  indobted  to  inborn 
genius  or  fortuuate  accident,  we  cannot  but  admit  that  ge- 
nius  is  more  likely  to  be  born  in  men  of  such  a  stock,  and 
that  accidents  are  more  likely  to  be  fortuuate  under  this 
mental  training  and  industrial  activity ;  and  accordingly  we 
find,  that  beneficent  discoveries,  whether  in  comprehensive 
laws  or  little  useful  "  knacks»,"  have  repaid  a  million-fold  all 
that  education  ever  cost  Scotland  or  New  England,  let  alone 
morality,  honors  in  scholarship,  happy  homes,  and  civil 
peace.  In  piain  speech  and  literal  truth,  no  miner,  who  at 
the  first  blow  broke  into  one  of  nature's  sub-treasuries  and 
found  gold  rolling  out  upon  his  feet,  ever  by  miracle  of 
fortune  hit  upon  a  richer  reward  than  every  people  may 
secure,  beyond  the  slightest  peradventure,  by  the  public, 
thorough  education  of  its  labor. 

It  is  not  alone  demanded  in  the  interest  of  a  greater 
production,  but  also  to  secure  a  more  just  and  uniform  dis- 
tribution  of  wealth.  The  more  highly  educated,  industrially, 
the  workman  is,  the  firmer  and  apter  resistance  will  he 
offer  to  the  aggressions  of  capital  or  competing  labor ;  the 
higher  will  becorae  his  necessary  wages,  the  more  reasonable 
his  remuneration.  It  is  the  poor  man's  share  of  wealth 
which,  after  all  (while  we  respect  the  rights  of  capital 
for  its  owu  sake  no  more  than  for  the  welfare  of  labor), 
is  the  object  of  humane  science  and  legislation.  To  rob 
the  rieh,  or  to  make  them  objeets  of  invidious  enaetments,  is 
not  to  help  the  poor ;  it  is  only  to  make  their  misery  com- 
plete  and  hopeless :  but,  while  wealth  is  sacred  and  luxury 
is  unrebuked,  to  elevate  and  strengthen  the  humbler  classes 
by  all  moral  and  educational  influences,  —  this  is  to  bring 
comfort  and  leisure  to  every  cottage,  frugality  and  temper- 
ance  to  every  home,  to  attain  the  perfection  of  the  industrial 
State,  almost  to  realize  the  dreams  of  Locke  and  Sidney. 
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OHAPTER  X. 


IV.     HEPHODÜCTIVE   CÜNSüMFTlON —  ITS    CHARACTEK    AND 

0RH, 

Heproductive  consumption  is  tbe  use  of  wealth  ns  ca 
Only  a  portion  of  the  wealtb  of  tln-  World  is  apj>1ied  to  thc 
offiee  of  crcating  new  wealth.     That  portion  ia  call*-»]  u 
tal:"  that  applictitfoii  is  reprodadive  oon*uinpttan< 

It  has  lin-ii  shown  thai   mankind  are  conti iiuully  woariog 
out   thcir  wealth;    iudeed,   tliat   it   woors  out  by    na 
■>,  iadepeadäfßtlj  of  use;  and  tlmt  therefore,  If 
wuuhl  not  become  dcstilute,  t\u:y  muat  tu  taut,  im- 

ooasiog  aflbrta  aft«r  fresh  produotion* 

Bttt  it  is  a  ptinoiple  of  nur  nature  to  do  what  wt  have  to 
do  witli  as  litAo  labo?  as  poAfllble;  (hat  is,  with  a»  mucd 
belp  as  poesiblfr    Now,  it  is  found  truö,  t!  mploymg 

present  wealtb,  production  is  eaflier  and  largc 
the  ariimnif.  bo  naed  iias  been  replaoed.    For  thli 
nicn  takc  fnvly  of  wbftt   Mioy  hftve,  and  deatroy  it  to-day 

th©y  may  get  a  greuter  good  to-morrow.    Thi 
onlj    IW0OQ   why  capital  is  used.     Tbe  first  capital  was 
created  withotit  oapital.      Whjf  ahould  nol  all  Bucoeediog 
creations  bfl  brought  abtrat  Likewise?    Becange  it  ia  fouad 
to  savr  In  miau  labor  and  multiply  human  enjoyinrn; 
devote  Übe  pftaeiii  to  tbe  ftiture. 

But  this  application  of  capital  presupposes  the  consta. 
of  nature,     Mon  woald  not  put  gram  into  the  ground  im 
fcbej  liad  the  aasurance  of  a  return,     Brerj  an  of  tliia  kiüd 
re<jtiin*s  faith,  —  is  an  im -t  öf&ltfa. 

But  even  y«t  we  have  not  aecured  reproduetive  consuiiip- 
tiuii.  Every  article  of  vnlue,  either  in  itaelf,  or  in  that  it 
will  exeh&nge  for  other  ttungg,  is  fitird  to  gratify  boom 
craviug  of  the  human  appetiteft,  tastes,  or  pasfions  ;  and,  if 
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nothing  withstands  these,  they  will  certainly  prevail.  Here 
is  an  object  of  value.  A  positive  force  operates  on  the  pos- 
ßessor  to  consume  it  at  once ;  and  he  will  do  so  as  surely  as 
a  hungry  Hon  will  tcar  his  prey,  unless  something  more  than 
brutal  instinct  of  immediate  self-gratification  is  found  in  the 
man.  What  is  that  which  can  stand  up  against  the  craving 
of  immediate  wants,  and  keep  them  away  from  wealth,  that 
it  may  be  dovoted  to  other  uses  ?  It  is  not  necessarily  a 
high  moral  quality.  It  may  be  purely  selfish.  It  may  look 
on  to  the  gratification  of  personal  desires  only.  It  may 
entertain  no  bencvolent  designs,  nor  be  capable  of  any  sacri- 
fice  for  others.  All  its  denial  may  be  in  its  own  interest. 
Yet  we  say  that  it  is  wise  and  brave  and  commendable.  It 
is  the  principle  of  frugality.  Only  as  this  is  found  can  the 
reproduction  of  wealth  be  secured.  Here,  then,  we  have 
the  conditions  complete.     The  process  is  as  follows :  — 

Ist,  The  certainty  that  present  wealth  will  fail  in  time. 

2d,  The  willingness  to  anticipate  such  destitution  by 
labor. 

3d,  The  fact  that  capital  can  greatly  assist  labor  in  this 
matter. 

4th,  Such  a  constancy  in  nature  as  secures  the  return  of 
capital. 

5th,  Such  a  capacity  of  self-denial  as  will  resist  the 
impulse  of  immediate  gratification,  and  devote  wealth  to 
reproduction. 

But  we  find  we  have  omitted  one  condition.     Here  ,is 

wealth.     If  nothing  intervenes,  it  will  certainly  be  devoted 

to  luxurious  consumption,  because  the  desires  of  man  in 

that  direction  are  a  positive  and  copstantly  operating  force. 

Frugality  comes  in  with  wise.forecast  and  strong  restraint, 

«uid  wrests  a  share  from  the  grasp  of  the  appetites.     Seem- 

ingly  all  that  is  necessary  has  been  attained.     But  it  is  yet 

tx>  be  decided  whether  this  share  shall  go  into  the  province  of 

Xaißtaken,  or  into  that  of  reproductive  consumption.     There 

i«  a  very  considerable  chance  yet  before  it.    We  have  not, 
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however,  regarded  this  as  of  great  practical  importance, 
inasmuch  as  it  is  generalis  admitted  that  the  inteüigenee  of 
mankind  is.  on  the  whole,  sufficient  to  direct  its  own  indm- 
try ;  and  that  tnis  intelligence  resides  not  in  the  major  will 
of  the  mass,  but  in  each  indiridual.  or  voluntarr  association. 
It  has  often  been  proposed  to  take  wealth  away  from  luxu- 
rious  consumption,  by  force  of  law,  for  the  good  of  the 
whole ;  but  legislators  and  philosophers  have  usually  agreed 
to  leave  it  to  the  intelligence  and  self-interests  of  capitalists 
and  laborers  how  the  wealth  so  saved  from  luxury  shall  be 
applied.  To  be  sure,  we  have  found  in  certain  specific 
matters,  and  ander  the  confusion  of  political  forms,  that 
law*  have  been  enacted  to  instrnet  industry  as  to  its  own 
wants  and  behoofs  ;  but  such  can  never  be  reasonably  de- 
fended  on  general  grounds,  and  have  to  hide  themselves 
under  pleas  of  State  policy,  or  find  "  protection  "  under  the 
baiulers  of  party.  It  will  not  be  necessary  to  discuss,  as  a 
principlc,  the  superiority  of  government  over  individual  and 
associated  intelligence  and  interest  in  the  direction  of  labor. 

Wc  have  now  shown  how  it  is  that  wealth  becomes  capi- 
tal ;  for  what  reasons  and  by  what  forces  it  is  taken  out  of 
the  province  of  enjoyment  or  of  waste,  and  devoted  to  the 
officc  of  reproduetion. 

I.  What  amount  of  reproduetive  consumption  is  neces- 
sary? 

What  should  be  the  proportion  of  capital  to  the  entire 
masH  of  wealth,  to  securc  the  industrial  well-being  of  any 
pooplo  ?  This  question  will  be  best  answered  by  an  exami- 
nation  of  the  scveral  Offices  which  capital  is  to  perform. 

Ist,  Capital  must  support  labor. 

To  all  industry  there  is  an  entrance  fee.  Not  only  must 
the  child  be  supported  through  years  of  helplessness  until  he 
becomes  an  ablo-bodiod  laborer ;  but  even  then  every  day's 
work  requires  a  previous  supply  of  food,  clothing,  and  shel- 
tor.  Tlic80  form,  at  the  least,  no  inconsiderable  share  of 
capital,  though  varying  greatly  with  climates  and  habits. 
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A  country  which  turns  its  crops  three  or  four  times  a  year 
will  not  need  so  large  a  stock  of  provisions  for  the  mainte- 
nance  of  its  labor  as  one  that  has  a  short  season,  and  is  locked. 
up  in  frost  and  ice  the  rest  of  the  time.  The  same  diversity 
exists  in  respect  to  shelter  and  clothing.  All  degrees  of  dif- 
ference  will  be  found  among  the  countries  of  the  world. 

Here,  then,  is  the  first  duty  of  capital.  It  must  support 
labor.  Out  of  its  products  enough  must  be  regularly  laid 
by  to  subsist  the  laborers  and  those  dependent  on  them  tili 
the  next  yield.  The  necessity  is  so  piain  and  absolute  as  to 
be  generally  recognized.  Few,  indeed,  are  the  peoples  or 
persons  who  have  not  forethought  enough  to  prepare  for 
their  bodily  maintenance  from  year  to  year  ;  while,  yet,  there 
are  found  individuals  in  every  Community,  and  even  large 
communities  are  found  in  the  world,  which  make  so  scanty 
Provision,  that,  at  the  least  accident  or  delay  of  the  Coming 
crop,  they  are  caught  in  great  physical  distress,  and  are  often 
-educed  to  suffering  and  beggary.  What  a  light  Alkman 
throws  on  early  economy  when  he  calls  spring  "  the  season 
of  short  fare  "  ! 

2d,  Capital  must  provide  for  the  increase  of  population. 
This  is  not  because  capital  wants  population  to  increase, 
but  because  population  decides  so.  It  is  elsewhcre  shown 
what  causes  operate  in  limitation.  But,  so  far  as  this  in- 
crease takes  place,  capital  evidently  must  furnish  support 
either  in  pauperism  or  in  labor.  It  is  needless  to  say  that 
the  latter  is  the  cheapest  and  best,  under  any  condition,  for 
capital.  And  this  may  be  continued  until  the  limits  of  cap- 
ital are  filled.  If  subsistence  can  be  had,  propagation  will 
naturally  go  forward.  This,  of  course,  increasing  the  indus- 
trial  power,  tends,  in  a  healthy  State,  to  augment  capital ; 
and  so,  by  mutual  interaction,  an  advancing  condition  of 
society  is  secured.  It  is  only  by  false  and  vicious  laws  that 
misery  and  crime  are  multiplied  in  this  way,  rather  than 
power  and  happiness. 

3d,  Capital  must  supply  its  own  waste. 
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S'AikiTaz  4a&  wüL  Lahor  valj  wears  oar  cascaL  Wam- 
w*r  i*  wanted  f>  rw*w  aad  keep  np  tfae  preaexih  *&>:£.  rf 
jfta^hinttrr  aft/l  ma&yruL  nuiss  he  eoc  aas  rf  wealdi. 

4thr  Capital  matt  fceep  up  wii  ecocomic  impcov^naenssu 
Jndmdr*aU  and  commn&itieft  %x*  atfecfed  in  thls  resp»»«  Jose 
a*  th^y  *re  by  th*:  iritwinetioa  of  n*w  impJecnenc*  o£  war. 
All  were  on  a  level  before :  bot.  if  new  and  deaiili«»r  ans  are 
introdneed  into  one.  all  other»  are  at  onee  fbr»:*d  to  ak>pc 
tbem,  or  be  at  a  diaadrantage.  -So  while  a  people  mizht  be 
gettirj?  along  rtry  well,  and  feel  no  need  of  any  discoverr 
U>  »horten  or  Supplement  its  labor.  yet,  if  soeh  a  discovery  is 
made,  it  irnist  u*e  it,  or  be  thrown  oat  in  the  comperitions 
of  commerce,  The  Operations  of  thia  cause  may  sometimes 
aoon  red  nee  the  amount  of  capital  required  for  a  specific 
pur]****, ;  but,  generali y,  it0  efiect  is,  white  multiplying  pro- 
digiously  the  result*  of  labor,  to  increase  the  actual  amount 
of  tools  and  materials  which  labor  employs.  Irrespective  of 
this,  a  great  deal  i*  also  wasted  by  falling  out  of  fa»hiou  and 
use,  in  the  change  of  business,  or  of  location. 

/Hli,  Capital  must  support  government. 

This  i*  not  the  place  to  show  the  economical  merits  of 
goveniment,  or  to  dwell  on  it«  necessity.  It  does  and  will 
exist,  and  capital  will  be  charged  with  its  maintenance.  At 
the  last  resort,  and  after  all  the  complaints  capital  may 
make  of  the  bürden,  it  would  never  consent  to  be  deprived 
of  the  protection  of  the  public  force.  Capital  can  only  live 
under  law,  and  for  law  it  must  pay, —  no  matter  what  the 
prico. 

,     II.  What  amount  of  reproduetive  consumption  is  desira- 
blo? 

We  havo  Ik^cii  ablo  to  develop  with  precision  those  abso- 
lute noccHHities  which  take  wealth  off  to  capital.  Wealth 
mu»t  Hiipport  population,  provide  for  its  increase,  furnish 
labor  with  tools  and  matcrial,  and  meet  the  demands  of 
government.  In  this  it  has  no  liberty.  It  must  do  so,  or 
oeose  to  bo.    But  when  these  first  gross  demands  have  been 
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met,  shall  wealth  go  further  in  the  direction  of  reproduc- 
tion.  Shall  the  energies  of  the  people  still  be  bent  on 
acquisition  ?  shall  greater  wealth  be  set  always  in  front,  as 
the  goal  of  universal  effort  ?  Shall  the  producta  of  the  past 
be  scrupulously  employed  as  the  seed  of  still  more  abound- 
ing  harvests?  or  shall  the  energies  relax,  wheu  nature  is 
satisfied  in  her  simplest  wants  ?  Shall  leisure  or  culture 
or  pleasure  now  become  the  objects  of  life  ?  Shall  the 
fruit  of  to-day  be  enjoyed  in  itself,  and  the  passing  hour  be 
spent  in  its  own  duties  and  amusements  ? 

It  cannot  be  denied  that  these  are  vital  questions,  and 
that  as  they  are  answered  will  the  economical  character  of 
each  people  be  taken  on.  But  we  here  enter  rather  the  field 
of  the  statesman,  the  moralist,  and  the  philosopher,  than  of 
the  economist.  The  science  of  wealth,  of  course,  cannot 
reasonably  object  to  the  pursuit  and  acquisition  of  wealth 
in  any  degree ;  yet  it  may  also  recognize  that,  as  man  has 
other  than  economical  relations,  so  he  may  have  other  obli- 
ligations,  and  may  rightfully  yield  to  thein.  These,  while 
it  does  not  discuss,'it  respects.  It  is  for  the  philosopher, 
the  moralist,  the  statesman,  to  decide,  if  they  can,  how  far 
the  public  or  individual  welfare,  looking  at  all  interests  and  • 
duties,  will  be  subserved  by  the  increasing  production  of 
wealth,  by  heaping  störe  on  störe,  gathered  froin  the  bounty 
of  nature ;  by  pushing  up  the  fabric  of  industry  to  its  might- 
iest  proportions ;  or,  on  the  other  hand,  by  resting  satisfied 
with  a  moderate  and  primitive  competence,  and  working  for 
quite  other  objects  than  wealth. 

So  that  we  have  no  great  occasion  here  to  discuss  these 
questions,  while  yet  two  or  three  observations  may  set  them 
in  their  proper  relation  to  our  science. 

(1)  In  a  normal  and  healthful  condition  of  society,  there 
will  be  as  little  reason  to  ask  such  questions,  for  practical 
purposes,  as  to  inquire  how  much  centrifugal  or  centripetal 
force  the  universe  needs.  All  that  is  determined  in  the  Con- 
stitution of  things.    The  desire  to  gain  and  the  desire  to 
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ftp<;nd  are  both  manifestly  in  the  original  appointment  of 
our  minda ;  cotiätant,  abiding  Forces  ;  and  no  more  benefit 
can  be  derived  frorn  destroying  or  weakening  either.  tban 
from  looaening  or  tightening  the  hands  of  the  universe.  It 
is  juat  right  an  it  in.  The  two  forces,  by  their  antagonism, 
bring  out  tlie  best  order. 

JJut  human  institutions  and  human  actions  can  affect 
tliese  forces  in  wealth.  Tlie  course  of  things  may  be  such 
tbat  the  possession  of  property  shall  be  made  undesirable  bj 
violenoc  ;  or  the  spring»  of  industry  fail,  in  the  loss  of  am- 
bition  and  hope ;  or  bodiiy  and  mental  vigor  be  sapped  by 
vice  or  Hclf-indulgencc.  On  the  other  band,  the  tendencies 
of  personal  character  and  social  condition  may  bring  out 
the  denircs  of  gain  in  such  a  degree  as  no  moralist,  no  lover 
of  bis  kiud,  can  approve ;  all  arte,  all  interests,  all  duties, 
may  be  forgotteu  in  the  universal  haste  to  be  rieh ;  avarice 
may  grow  into  a  passion,  may  spring  into  crimes ;  all  that 
in  good  or  lioly,  all  bencvolcnt  ministries,  all  noble  aspira- 
tions,  may  be  drowned  in  the  fast-rising  waters  of  greed. 

These  are  the  limits,  ou  the  one  hahd  and  the  other,  of 
our  ücoiiomical  condition.  It  will  not  be  denied  that  the 
Hubject  ha«  all  the  intcrest  that  belongs  to  human  welfare. 
But,  we  repeat,  this  is  the  province  of  other  sciences  tlian 
that  of  wealth.  Let  the  statesinan,  the  moralist,  the  reli- 
gious  teaeher,  instruet  and  persuade  men  to  the  true  wis- 
dom  of  life.  Political  economy  can  only  regard  them  as  the 
producers  of  wealth. 

(2)  We  may  bo  permitted  to  remarkxhowever,  that  the 
degroe  of  roproduetivo  consumption  which  is  desirable  will 
bo  deterniined  somowhat  by  the  geographica!  position  and 
political  rclations  of  a  people.  A  nation  that  has,  or  aspires 
to  have,  international  power  and  influence,  has  need  of 
greater  resources  than  ono  which  is  content  with  the  simple 
pursuits  of  internal  comfort  and  tranquillity.  There  is  a 
marked  difference  in  the  degrees  of  wealth  necessary,  as  a 
pooplo  thrusts  itself  into  the  arena  where  commercial  advan- 
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tages,  colonial  acquisition,  territorial  conquests,  military 
glory,  and  Continental  supremacy,  are  contended  for ;  or  re- 
tires  to  the  development  of  its  own  soil,  and  the  care  of  its 
domestic  happiness. 

Bat,  still  further,  we  find  that  one  Controlling  reason  for 
production,  even  in  the  least  ainbitious  nations,  has  been  the 
general  and  distant  apprehension  that  it  may  at  some  time 
be  cailed  on  to  defend  itself.  The  world  over,  statesmen,  in 
all  ages,  have  feit  the  necessity  of  securing  economical  power 
as  the  means  of  national  security.  Here,  again,  we  see 
that  as  a  country  is  isolated  or  open  to  attack,  is  naturally 
fortified  or  easy  to  be  overrun,  so  the  reasons  for  obtaining 
a  large  production  will  be  less  or  more  urgent.  Many  such 
considerations  will  influence  the  founder  or  governor  of  a 
State,  in  determining  whether  the  reproductive  agencies 
shall  be  pressed  to  their  extreme,  and  the  influence  of  law 
be  thrown  on  the  side  of  acquisition  and  accumulation,  or 
all  shall  be  left  to  individual  taste  or  caprice. 

(3)  It  is  unquestionably  true,  that,  all  other  things  equal, 
the  desires  to  spend  or  to  gain  will  be  differently  developed  in 
different  people,  according  to  the  individual  genius.  Peace 
and  liberty  will  not  inspire  some  races  with  a  high  economical 
ambition  ;  nor  can  the  utmost  violence  of  persecution,  dis- 
order,  and  corruption  wholly  suppress  the  mighty  instincts 
of  acquisition  in  others.  And  between  these  extremes  every 
degree  will  be  met.  Just  as  some  plants  are  born  for  beauty, 
grace,  and  fragrance ;  others  with  homely  virtues  and  for  un- 
romantic  uses,  —  so  men  bring  with  them  impulses,  ideal  or 
practical,  that  determine  them  to  their  several  courses,  all 
the  way  from  the  serenest  speculations  in  ontology  to  the 
maddest  speculations  in  oil. 
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CHAFTER  XL 


POPULATION", 

The  question  of  population  has  been  inreäted,  by  the  treat- 
jü'  i«t  of  British  writer»,  with  a  great  mystery  and  terror* 
Tbe  glut,  fauline,  and  cleatJi  theories  of  Malthus  have  duiia 
»mch  to  impn**s  lipon  political  eeouomy  the  shape  it  haa  to- 
day  in  tbe  world' a  eathuation.  Rightly  enough,  if  they  are 
eorrect,  w  it  ealled  a  di.-uual  seiende,  Malthus  exhatmted  tbe 
t  horrora  of  tbe  subjeet;  but  tbe  efiect  was  greaily 
heightened  by  tli«  Urne  volenti  efforts  of  inauy  subsequeüt 
writera  to  provide  soioe  way  of  escape  from  t  hin  faial  conclti- 
wion,  —  cfTorts  which,  m  they  resulted  in  palpable  failure,  onty 
made  Uü  outluok  of  humanity  inore  dreary  and  hopdess. 

Tl h;  fact  irt,  all  this  British  philosophy  uf  population  is 
püffurtid  and  diseased  from  ita  root.  It  Cornea  out  of  social 
wrongH  und  Jalse  political  hiütitutious.  It  strives  to  apply, 
M  ii  iMM'  nditiun  of  human  being,  tbe  miserable  re- 

aults  of  loeal  uiisrule.  Prior  to  all  cousideration  of  such 
iTgomentSj  thiire  is  reason  to  guspoct  theories  of  subsisteneu 
und  poptllftÜOfi  that  coine  from  an  island  wbere  holdings  of 
laud  are  only  as  one  to  »ix  hundred  or  seven  hundred  inhab- 
ilun; 

Tbrsr  j,i -inriples  are  intendcd  to  apply  to  the  entire  sur- 

faco  of  the  eurth,  and  have  110  merit  unless  capable  of  such 

extensiou  ;  bat,  to  give  the  in  their  most  favorable  conditious, 

'ler  a  tiinglß  d  ist  riet  of  limited  area, —  say, 

Engl  elf, 

Tb«-  uilaten  of  Malthus  are, —  Ist,  That  Mibsistence 

oary  or  retrogr  ewiv© ;  2d,  That  propagatiox*  is  a 

COHBÜUltly  uprralin^  [iirn1,  ettlftTglfig  popnlal  l m  in  80010 
as&ignablo  ratio.  The  inferenee  is,  that  tbe  relation  ofthose 
two  miiat  bring  out  destitution  and  faminö. 
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There  are  here  three  fallacies :  Ist,  That  subsistence  is 
not  progressive ;  2d,  That  population  necessarily  increases ; 
3d,  That,  even  if  these  were  granted,  there  would  exist  be- 
tween  them  any  such  melancholy  relation  as  is  assumed.      * 

Ist,  Subsistence.  —  The  fertility  of  the  earth,  instead  of 
diminishing,  is,  under  intelligent  culture  and  with  the  aids 
of  science  and  machinery,  constantly  increasing.  The  ad- 
vance  of  industrial  power,  in  commerce  and  manufactures, 
not  only  furnishes  direct  assistance  in  agriculture,  but  re- 
leases,  if  required,  a  great  amount  of  labor  for  the  latter 
pursuit.  As  is  the  amount  of  labor  applied  to  lajid,  so  is 
the  yield,  the  world  over.  The  England  of  to-day  is  vastly 
more  fertile  than  that  of  the  Heptarchy,  the  Norman  con- 
quests,  or  the  civil  wars.  Nor  are  all  its  capacities  of  pro- 
duction  exhausted.  It  has  now  millions.  of  acres  unre- 
claimed,  which  are  susceptible  of  cultivation.  It  is  no  an- 
swer  to  this  to  say  that  they  will  not  pay  for  reclaiming. 
That  merely  shows  that  English  labor  has  now  a  more  prof- 
itable employment.  We  are  discussing  only  the  absolute 
capabilities  of  the  soil.  With  the  known  laws  of  agricul- 
ture, prudently  followed,  the  produce  of  any  country  should 
advance  in  a  certain  and  considerable  ratio.  Besides,  we 
know  not  what  new  agents  of  fertilization  may  be  discov- 
ered,  or  what  shorter  methods  may  be  devised  for  applying 
power.  Certainly,  the  mechanical  and  chemical  discoveries 
of  the  last  fifty  years  justify  almost  any  degree  of  expect»- 
tion. 

2d,  Propagation.  —  The  rule  of  geometric  increase  is  a 
favorite  weapon  in  the  defence  of  certain  theories ;  but  it  is 
wonderfully  far  from  the  truth  of  nature.  Boys  have  fre- 
qnently  exhibited,  on  the  blackboard,  the  immense  wealth 
they  could  acquire  if  they  should  lay  by  a  penny  a  day,  at 
interest,  for  so  many  years;  and  the  result  seems  very 
alarming,  as  if  that  particular  school  would  eventually  be- 
come  the  owners  of  by  far  the  greater  part  of  the  earth'g 
surface.     So  much  for  mathematics.     But,.  in  fact,  some 
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wuvu-v.u^uv*.  ^  #it**ailt*:  rubL  ä  juaü*:  TuniL  iL.  uhl  uL  iuq«£* 
<£  i.*r\j&  'J***±;ss&2  -a  i  «tULuniuIik  jf  tarnen  mit  itihk:- 
«a»;,      Taj»:  ri:ubV^J«uL  ^  ^uua  fcui  mouiü*:  "ins  je  nr^.irs» 

fe/rt*  tu  hhtVßty.  y&M  ioAUoees  (A  dei^fubtioa.  ages  of 
<fedto*.  Um;  iJoir  adrai***  of  rerjring  proinetiocu  *~e  maj 
feurfy  Urjpn  to  doubt  wheüier  propagatioa  is  a  pennaa^nt 
1sft<*M  irratj^tive  of  Kondition*.  We  may  not  unreasooably 
io/juire  *\&ll&r  it  ever  ap[*&ns  without  a  *ptei*il  rto*?n  in 
tlw  wiw, ;  whfzüwr  tlie  rule  i*  not  the  other  way ;  viz.,  not 
tliat  population  doea  not  proceed  in  spitc  of  adrerse  influ- 
fc»a;*,  but  that  it  i»  never  called  out  except  by  physical 
drcunjfttaucett,  which,  in  all  their  contradiction  and  bewil- 
diinttMit  Ut  iw,  n.'ally  form  the  condition  precedent  of  human 
rftprodtwtioii,  Whjr  not?  We  do  not  say,  that  individual 
(/rttvjth,  «fithor  v^getablc  or  animal,  iß  a  constantly  operatiug 
ftir^j,  irrwpwfjve  of  ^ircumKtanccs.  We  recognize  the  ne- 
(MHMly  o{  heut,  mointure,  and  special  properties  of  soil  to 
iuImcm  ihn  latent  powers  of  expansion.  Similar,  though 
mon?  n$motf3  and  |>erplexed,  are  the  influences  which  bring 
out  rrproduetion  in  the  animal  or  vegetable.  It  is  there- 
for«  inoro  correct  to  «ay,  that  population,  instead  of  being 
liiniUjd  by  adverno,  i«  ouly  doveloped  by  favorablc,  condi- 
tiotiM.  W«  uro  docßivud  in  this  matter,  because  propagation 
hui*  almoHt  univerHally.  That  happens  simply  because  the 
favorable  conditions  are  almost  universal. 


CHAP.  XI.]  POPULATION.  455 

This  argument  is  not  affected  by  exhibiting  a  great  deal 
of  misery,  the  result  of  want.  The  laws  of  roproduction 
are  not  responsible  for  subsequent  mismanagement  and 
abuse.  Nor  does  this  obstruction  to  propagation,  Coming 
out  of  circumstances,  operate  to  the  degree  of  preventing 
deformity  or  suffering.  But  it  does  apply  its  check  before 
the  limit8  of  destruction  are  reached.  Speaking  generally, 
nothing  is  born  where  it  cannot  live. 

In  reference  to  general  use,  however,  we  shall  speak  of 
adverse  circumstances  limiting  population. 

This  whole  matter  may  be  perfectly  exhibited  by  an  illus- 
tration  from  vegetable  life.  The  forests  have  a  constant 
tendency  to  enlarge  their  bounds,  and  thicken  their  growth. 
The  rate  of  individual  increase  is  prodigious  in  the  family 
of  trees.  And  so  forests  may,  when  there  is  no  opposing 
force,  spread  over  all  adjacent  country,  and  may  grow  closer 
and  closer  tili  the  perfectness  and  beauty  of  the  solitary  oak 
are  lost  in  the  maze  of  interlacing  boughs.  Bat  just  as  it 
would  be  absurd  to  suppose  that  the  trees  would  ever  grow 
so  thickly  as  to  require  the  woodinan's  axe  or  a  vegetable 
pestilence,  so  it  is  unphilosophical  to  anticipate  an  increase 
of  population  which  will  require  war  or  plague  to  reduce  it 
to  the  limits  of  food.  The  shoots  of  human  life  will  no 
more  crowd  their  soil  than  will  the  children  of  the  forest./ 
As  well  might  a  benevolcnt  botauist,  lamenting  the  natural 
logical  increase  of  the  trees,  predict  internecine  arborial 
war  or  sylvan  infanticide,  as  Malthus,  from  abstract  princi- 
ples  of  human  increase,  possible  in  individual  cases,  forecast 
his  dreadful  tables  of  starvation  and  crime.  The  spread  of 
the  human  race,  as  of  the  sylvan,  limits  itself  by  the  chemi- 
cal  resources  of  the  soil,  the  fostering  influences  of  the  air, 
the  superficial  capacities  of  the  ground.  The  agencies  of 
animal  as  of  floral  propagation  are  possessed  of  a  delicate 
discrimination,  a  prudent  forecast,  and  a  virtuous  conti- 
nence,  which  shame  the  most  cautious  calculations  of  the 
reason.    They  may  err  somewhat,  and  that,  too,  within  lim- 
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Um  which  allow  much  deterioration  of  the  species,  and  mach 
local  misery ;  but  thcir  conditions  restrict  them  within  the 
bouiids  of  life. 

What  thesc  circumstanccs  are  which  control  the  increase 
of  population,  we  »hall  not  discuss  at  this  poiiit. 

Hd,  The  third  fallacy  we  detect  is,  that,  grauted  the  two 
postulates  of  stationary  subsistence  and  advanciug  popula- 
tion  in  any  country,  there  is  any  necessary  relatiou  of  dis- 
tress and  deterioration  between  them.  Such  a  view  puts 
commerce  out  of  the  question.  In  the  present  state  of  the 
world,  tho  only  matter  of  interest  to  determine  in  regard 
to  the  supply  of  any  people  is,  whether  they  are  able  to 
produce  values  sufficient  to  command  in  exchange  the  com- 
modities  they  must  consume.  It  is  of  no  consequenoe 
whether  Manchester  or  Birmingham  can  raise  their  own 
breadstuffs  within  their  corporate  limits,  if  they  can  create 
values  which  will  lay  all  the  markets  of  the  world  under 
.  eontribution.  Labor,  if  law  does  not  hinder,  is  self-sup- 
porting.  The  powers  of  industry  are  commensurate  with 
their  wants.  But,  if  legal  and  social  institutions  interrupt 
or  bürden  exchanges,  in  one  way  or  auother,  distress  will 
rosuit.  There  is  no  fault  in  human  propagatiou,  but  in 
what.is  subsequent.  To  illustrate:  thirty  years  ago,  there 
was  great  suffering  among  the  poor  of  England.  This  gave 
rise  to  the  very  theory  of  population  we  are  considering. 
It  becamc  a  matter  of  common  belief,  that  starvation  was 
incvitablc  in  human  society. 

Now  it  used  to  be  a  generally  aeeepted  principle  of  phys- 
ics,  that  "  nature  abhors  a  vaeuum ; "  and  much  machinery 
was  construeted  on  that  principle.  On  one  occasion,  an 
oxporimonter  liappened  to  apply  it  to  a  tube  longer  than 
usual,  when  it  failed  to  work.  Bushing  in  great  excitement 
to  tho  officc  of  a  distinguished  philosopher,  he  announced 
tho  catÄ8trophe.  "  Pcrllap8,,,  was  the  quiet  response, — "  per- 
haps  nature  does  not  abhor  a  vaeuum  higher  than  thirty-four 
fbet." 
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Just  such  a  discovery  was  made  at  this  time  in  England, 
The  corn-laws  were  repealcd,  and  half  the  misery  of  the 
laboring  class  sank  out  of  sight  for  ever.  This  it  was 
which  first  led  men  to  suspect  that  "  nature  did  not  abhor 
a  vacuum  higher  than  thirty-four  feet; "  that  is,  to  drop  the 
anecdote,  that  nature  creates  no  human  labor  to  be  starved 
out  of  existence,  but  that  whatever  misery  and  sufFering 
there  is,  comes  of  man's  folly  and  sin. 

In  England,  bad  laws,  passed  by  class  legislation ;  oppres- 
sive  institutions,  the  relics  of  feudalism ;  onerous  taxation, 
incurred  by  the  senseless  war  System ;  and  unjust  monopo- 
lies,.  created  for  selfish  purposes,  —  have  combined  to  cause 
the  ignorance,  poverty,  and  degradation  of  the  people,  and 
to  make  the  beneficent  agencies  of  reproduction  a  partial 
curse.  The  laborers  of  England  suffer  for  the  commonest 
necessaries  of  life,  while  England  is  the  richest  nation  on 
the  face  of  the  globe.  Unquestionably,  the  value  of  the 
total  production  of  English  industry  ainounts  to  five  times 
the  value  of  the  simple  necessaries  of  life  for  her  whole 
population.  Now,  if  labor  starves,  is  it  the  fault  of  nature  ? 
The  density  of  population  has  nothiiig  to  do  with  it.  It  is 
because  the  common  people  have  so  little  influence  on  the 
government ;  because  the  land  is  held  for  the  pleasures  and 
dignity  of  the  lordly  few ;  and  because  the  national  majority 
is  borne  down  by  a  powerful,  selfish,  and  grasping  aristoo- 
racy.  Though  the  people  suffer,  it  is  because  of  nothing  in 
the  extent  or  fertility  of  their  soil.  But  for  a  complicated, 
legalized  System  of  robbery  and  wrong,  every  man,  woman, 
and  child  in  the  United  Kingdom  might  be  as  well  fed, 
clothed,  and  educated,  as  are  the  inhabitants  of  the  United 
States,  and  as  much  more  so  as  England  is  to-day  richer. 
Any  man  and  any  people  that  can  create  value  can  com- 
mand  subsistence  in  God's  way. 

If  now  we  extend  our  inquiry  from  England  to  the  whole 
industrial  world,  we  shall  bring  another  element  into  the 
calculation,  not  to  increase  the  chances  of  distress  by  over- 
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popidation,  but  to  dimuiisli  thera.     Whatever  may  be  true 
of  iiidividual  peoples  at  any  partikular  time,  the  general 
:n]vance  of  population  all  uver  the  enrth  has  not  beeil 
elearly  proved.     But,  whotlter  it  has  tukeu  place  fluni  Cen- 
tury to  Century  or  not,  it  certuinly  has  not  progressed  in 
the  last  five  Centimes  at  Bö  rapid  a  rate  as  tlie  mein 
Bubsistence ;  nor  is  there  any  ground  for  belietuig,  that 
the  present  advance  will,  tue  world  over,  coutmue  vrhen  the 
nicans  of  subsistence  shall  hecome  statioitary.    Tliere  w 
has  oeeurred  a  ease  of  starvatiou  in  flu*  histui y  of  the  world 
whieh  reaulted  solcly  froin  a  defleicncy  in  the  natura]  G&ea&fl 
of  proenring  food  ;   aud  tliere  is  110  reaaon  tu  beiievc  that 
there  ever  will  be  one.     There  have  been  countless  millions 
of  dcaths  from  liunger  oeeasloned  by  the  deatruetiv« 
envy,  or   heedlessness   of  man,  Lhrough  war,  comiuciviul 
restrictions,  or  personal  neglcct. 

We  have  spoken  of  the  forees  whiuh  limit  population« 
We  shall  not  assunie  to  express  theni  all,  or  tu  give  an 
exaet  measurement  of  them ;  yet  we  shall  be  able  to  State 
enuugh  to  show  what  is  theeourse  .»f  natura  in  Uns  matter. 

Ist,  Suhsistence, —  We  do  not  mean  any  thiug  so  common- 
place  as  that  tliere  can  be  no  more  poputation  tliau  tlie 
subsistence  to  maintain  in  life.  That,  of  eourse,  could  not 
be.  Butitniight  be  avoided  in  two  ways, — by  death  operatr 
ing  on  popiilation,  or  preventiun  operating  on  propagation, 
We  mean  that  the  ultiraate  bounds  of  food  nre  tlie  bounds 
also  of  reproduetiou.  At  the  last  reeort,  and  after  its  own 
extreme  limit  has  been  reached,  Bubaiatenc6  limits  growtlt 
This,  however,  is  only  boeause  to  tho  Impulse  of  the  1; 
is  opposed  an  unyielding  prohibition  in  the  former ;  and 
oran  this  may  only  be  efiboted  (so  fkr  ia  the  Operation  of 
this  principle  is  concemed),  the  Springs  of  population  rnay 
only  finally  be  dried,  after  a  long  and  pahiful  pro« 
after  the  conifort  and  health  of  the  laburing  claascs  have 
been  greatly,  it  may  be  permanently,  reduced  by  oontin- 
uous  privatum  and  hardslnp.     So  long  as  population  caaf 
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so  to  speak,  induce  subsistence  to  increase,  so  long  it  may 
itself  increase  ;  and  it  is  only  when  the  latter  returns  a 
positive  refusal  that  the  former  begins  to  check  itself.  In 
the  interval  of  adapting  itself,  i.e.  before  it  can  hold  up, 
there  rnay  result  much  misery  and  crime.  So  long  as  the 
increase  of  capital,  i.e.  food,  clothes,  and  shelter,  for  the 
laboring  class,  is  possible,  the  natural  advance  in  the  wants 
of  the  Community,  coming  out  of  growing  numbers,  will 
determine  a  still  larger  share  to  reproductive  consumption ; 
will  call  off  more  and  more  from  play  to  work.  Tlie  causes 
that  increase  population,  all  other  things  being  propitious, 
are  positive  and  powerful,  and  will  not  yield  to  any  feeble 
or  distant  objcction  from  subsistence.  So  long  as  more 
capital  can  be  taken  up,  they  will  continue  to  operate,  and 
wealth  must  conform  itself  accordingly.  But,  when  capital 
can  go  no  further,  propagation  must  stop,  or  population  will 
starve.  The  former  will  be  found  to  occur.  It  does  not 
matter  by  what  degrees  of  cold,  hunger,  feebleness,  over- 
work,  this  is  effected.  Nature  secures  the  result.  We 
are  no  more  bound  to  show  how  it  is  brought  about  than 
how  it  is  that  lions  and  elephants  are  not  found  on  islands. 
Nature  has  discrimination  and  proportion  in  her  work,  and 
it  takes  all  the  recklessness  and  folly  of  man  to  bring  about 
the  least  degree  of  distortion. 

Destitution  is,  of  course,  a  relative  term.  Perhaps,  as  a 
general  condition,  it  is  found  mainly  among  saväge  tribes, 
which  subsist  on  spontaneous  productions  or  the  captures  of 
the  chase.  This  is  the  limited  state,  and  here  the  increase 
of  population  is  very  slow.  Such  has  been  the  case  with  the 
North- American  Indians,  who,  as  we  are  told  by  Dr.  Robert- 
son and  others,  rear  seldom  more  than  two  children  to  a 
family,  and  often  none.  We  must  not  confound  individual 
with  general  destitution.  It  is  not  claimed,  that  the  former, 
when  abruptly  occasioned,  is  sufficient  to  check  propagation. 
That  would  be  against  nature  and  reason.  Such  is  the  first 
gross  cause  which  limits  population. 
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It  only  applies  to  peoples  in  the  Iowest  condition  of  lift 
and  of  the  least  moral  eudn\vmrnf\  Upou  th>isr  of  u  higher 
scale  of  heilig  other  influenae*  will  be  found  to  Oß 

2d,  The  second  cause  which  we  8ha  11  Oltfi  ifl  dil 
rfivente  of  the  first,     It  is  luxiiry.     How  aj. 
have  held  tho  fiew  that  the  forces  of  propagation  are  con- 
ßtantly  njierative,  in  the  face  of  the  of  th**  Roman 

State»  cxteuding  ovcr  many  gcuerations  m  the 

name  of  nearly  all  ita  great  families,  eallmg  for  r  1  h • 
rftm0Q4traucd8  of  Ite  mlers,  oe&Bora  and  empcrors  &Ukay  aud 
forming  it  <tof  related  legislation  both  in  pemimi 

and  |>cnaUic-H,  we  camiot  understand* 

Luxury  eonuuehcei*  wlien  trade  aud  arts  havi»  bMB 
ried  to  a  eorisidcrabl<  of  perfectiori.     It  m 

atronger  eln>r-k  do  populfttion  than  deatitution,  thouj 
OD  |  Mnaller  ehm.  Itfi  artificial  habits,  ita  irregulär  u 
pations,  ita  ludolittOi,  |ta  self-iiidulgutiee,  »11  com  bin 
ii  the  forces  of  reproduetion,  Rarclv  indeed  vi 
patrnN  ui'  nobility  and  <  ntaüed  astatafl  fall  in,  if  coouni 
to  the  inhahitants  of  the  cottagc  naher  thari  of  thfl 

8d,  Wa  have  that  cämw  of  influenae«  whieh  are  found  iu 
vicioiiH   habits  and    unwliolcsoiuo  oeeupations.     The   »uro 
raraltB  of  thstifl  are  to  check  propagation,  amoal  benofioanl 
Provision  of  natura.      In  a  uiarked  dagraa  is  this  mio  of 
those  oeeupations  which,  byheated  air,  by  poiaonun- 
tious,  by  cramping  postures  or  exeossive  labor,  dwarf  and 
distort  the  funetions  of  the  body*    The  same  causoa  i 
mereifully   defeat  Üio  powors  of  reproduetion,     Ii 
that  it  ahould  be  so:  that,  if  tfaeaa  placog  mußt  be  lilled, 
IVesh  life   may  be  poured   into  them   from   the  hillsi 
rather  than  that  the  emirse  of  health  and  atrength  should 
be  downward  without  roliefj  falling  laste*1  every  generation. 
For  the  effects  of  vieimis  emirses,  we  aeed  only  cito  ti 
savage  nations  whieh,  in  every  quarler  of  fcha  globti 

ning  so  fast,  not  moro  by  the  pressure  of  civükal 
tliau  by  thoir  own  destruetive  habits. 
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4th,  We  have  also  that  class  of  influences  which  come 
from  misgovernment  and  war.  These  serve  to  retard  the 
progress  of  population,  though  not  necessarily  to  throw  it 
backward.  France  under  the  old  regime,  England  through 
her  most  sanguinary  civil  conflicts,  still  held  on  their  way  in 
wealth  and  numbers ;  but  Campania  by  excessive  taxation, 
Belgium  by  reljgious  persecution,  Germany  in  the  Thirty 
Years'  War,  Prussia  under  the  great  struggles  of  Frederick, 
feil  off  widely  in  both  respects.  It  really  seems  too  bad  to 
quote,  but  many  writers  have  ventured  to  suppose  that  war 
was  God's  own  method  of  restraining  population !  The 
money  spent  in  any  war  would,  ten  times  over,  support  all 
the  men  killed  in  it ;  if,  indeed,  the  destruction  of  the  able- 
bodied  could  be  supposed  to  take  any  thing  from  the  difficulty 
of  subsistence,  especially  when  their  helpless  dependants 
remain.  How  the  war-system  affects  population  may  be 
shown  in  an  instance.  Nearly  half  a  million  of  young  men 
in  France  are  required  to  serve  in  the  army  from  the  ages 
of  eighteen  to  twenty-five.  This  embraces  the  period  at 
which  the  occupations  of  life  are  usually  chosen,  marriage 
contracted,  and  domestic  habits  formed.  At  the  end  of  their 
service,  they  are  thrown  out  on  society  with  the  vices  of  the 
camp  and  the  restiessness  of  military  life,  with  no  position 
in  life  secured,  and  no  occupation  learned.  The  results  have 
been  plainly  visible  in  diminishing  from  year  to  year  the 
ratio  of  increase  in  population. 

5th,  The  fifth  cause  which  we  shall  notice  is  altogether 
different  in  its  origin  and  character.  The  others  have  all 
been  on  the  brutal  side  of  man,  operating  by  misery  and 
want.  This  works  in  alliance  with  the  nobler  part  of  his 
being,  and  is  of  a  kind  with  reason.  It  is  self-restraint. 
In  a  degree,  indeed,  a  great  part  of  the  world  exercises 
this.  The  Chinaman  will  rear  as  many  children  as  he  can 
find  vermin  for  as  food ;  but  the  Hindoo,  through  his  reli- 
gious  faith,  stops  short  of  all  animal  food,  and  limits 
population  by  vegetable  subsistence.    And  so  almost  all 
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nations  hiLvc  a  jioint  uf  deeoncy  b  ich  thej 

go.     Bat  tbe  t*elf-restraint  of  whidi  we  0  higher 

Und,  and  begfna  tooperate  hefore  tbe  Bern  li  in  dis- 

gu«t  or  puich  iu  bangem    It  is  fcuud  obererer  Ifa 
Bolf-rosped  and  social  couwderatiön.     II    mi   th«  niodenitc 
im  teiiso  of  many  ouimirioe  vrhere  population  ma 
juat  proporlioii  to  tbe  gouoraL  vrealth,  t&tf 
As  tliis  is  a  irubjeci   i>>  which  iM.dongi*  ill 
than  unulysis,  wo  f_rive  at  leuglh   a  remarkablc  exan 
wlüuh  will  also  enable  us  to  set  in  contrast  tbe  Operation  of 
tlie  other  canses.     We  take   the  State  of  Maftsachas 
Of  which,  tot  it  bi3  ubserved,  unly  a  very  emnll  clafl 
influOoood  '»v  Inxury,  and  a  »malkvr  class  even  afTccttnl  l»y 
iiitiinu  ir,  and  misgovüniint'itt  eortaiuly  work 

aa  little  injury  heru  us  in  aiiy  portiim  of  tbe  world, 

The  aniiital  regiatmiimi,  made  with  mueh  caro,  &howa  tho 
follou  ult  in  regard  to  birfcha  among  thr  natrre  and 

foreign  population  in  1800:  — 


Native  population,  wliole  nnniber  of  persona 
PoKdgß        „  „  „  „ 
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Numher  of  birtha  in  tinrire  population l+> 

„  „         foreign        „         *.,,*..       IG 

The  munter  of  births  in  the  nativo  population,  to  I 
proportioo  totbe  lVnvign,  sbould  Imwinrti  i'i0,239f  ur  mwly 
fonr  timoe  tlie  actual  nuniber,    Tte  dÜ&ronce  isvery  ntrik* 
big  ni hI  Bugg8fltiTO<     It  may  be  accouuted  for  in  pai 
the  fViliowing  ooDBideratloua :  — 

( 1  j  A  vt'iy  conaiderable  share  of  tbe  foreign  populaüoii 
consifita  of  those  undor  fifty  yoars  of  ago,  and  so  gener al ly 
ablc  to  eontribnie  to  B*fl  increase  of  population.  How  far 
tliis  laut  ia  operative  may  be  seen  in  the  Statement,  tliat,  if 
all  persona  ahove  fifty  were  removed  from  the  nutive  popula- 
tionj  it  would  be  diminished  eomewhat  over  one-sixth ;  that 
is,  brougbt  so  mucb  nearer  tbe  numbers  of  the  foreign, 
*  Of  Diese,  185,434  are  üom  Ireland. 
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(2)  The  foreign  populatioii  is  engaged  somewhat  less 
than  the  native  at  iu-door  and  sedentary  employments,  and 
in  so  far  are  likely  to  be  niore  vigorous. 

(3)  But  the  grand  cause  for  the  remarkable  difference  we 
have  observed  is  found  in  the  fact,  that  the  foreign  popula- 
tion are  far  less  influenced  by  prudential  considerations  and 
social  restraint.  They  therefore  enter  the  marriage  State 
with  less  regard  to  their  ability  to  Support  a  family  rcspect- 
ably.  Destitution,  in  the  sense  which  restricts  propagation, 
hardly  exists  among  them.  Indeed,  it  may  be  said  that  they 
are  actually  richer,  according  to  the  Standard  of  living  they 
were  accustomed  to  at  home,  than  are  our  native  popula- 
tioii. Consequently,  they  do  not  for  a  monient  hesitate  to 
marry  from  any  fear  of  want  or  of  losing  caste  by  poverty. 

On  the  other  hand,  the  resistance  to  marriage  from  a  more 
costly  style  of  living,  is  constantly  increasing  with  the  native 
populatioii,  among  whom  the  Standard  of  family  expendi- 
tures  rises  rapidly  with  the  finer  culture,  the  more  elegant 
arts,  and  the  greater  social  vivacity  of  each  new  year.  The 
foreign  population  can  get  food,  shelter,  and  clothing  of  some 
kind.  That  is  their  idea  of  life.  Why,  then,  should  they 
not  marry,  and  rear  families?  To  show  how  this  cause 
operates  to  produce  marriage  among  them,  we  refer  to  the 
same  statistics:  — 

American  marriages 7,381 

Foreign           „         4,057 

One  party  foreign ,948 

Nativity  not  stated ,447 

Total .     12,828* 

*  Of  deaths  in  Massachusetts   the   same   year,  we  find  that  the  whole 

number  was 28,068 

Of  which  were  American 19,404 

Foreign 8,881 

Nativity  not  stated 288 

28,068 

Here  we  see  that  the  mortality  of  the  native  population  exceeds  that  of 
the  foreign,  comparing  their  respecure  numbers.    So  that,  while  we  attribute 
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According  to  population,  the  purely  American  marriages 
shüiild  have  been  about  18,000,  or  coiisiderably  more  than 
frvrice  the  actual  number.     Here  we  find  the  foree  of  socia 
restraint  acting  011  the  Dative  population. 

Suchj  theo,  are  tho  priucipal  causes  which  liinlt  popula- 
tion.    The  coursc  of  propagation,  as  aSected  by  subsistence 
ahme,  may  be  deseribed  as  föllowB :  Prom  a  given  potnt  des 
tilutioii  will  bear  it  down  by  the  raost  painful  prese 
involving  social  and    individnnl    inlsery  and   degradation. 
Under  a  scant  and  difficult  Hvolihood  it  will  bear  upward 
by  its  inherent  forees,  bat  sluwly  and  with  eonstaut  opj 
tion.     Coinpctenee  gives  it  au  nssnred  und  regulär  euurse; 
rclieving  froni  all  cousiderationß  of  physica]  mainteuauoe, 
bat   substituting   therefor   liealthful    and    harmonious    re- 
straints,  hardly   less   powerfal.      Under   these    intim 
society  gains  in  wealth,  lcisure,  and  comfort,  and  i&  able  to 
orgaaize,  educ&te,  and  eontrol  its  population,     Every  «hihi 
born  into  Ulis  condUion  may  be  born  to  hoalth  and  happi- 
ness,   and   to  bo   a   strength  and  Ornament  in  1 1  n ■  State, 
Luxury  may  now  enter  as  an  element  (thougb  Inxtn 
the  degree  to  afleet  population,  is  not  a  neeossary  oemcomi* 
taut  of  weakli  and  culture),  and,  as  euch,  will  eitber  reduoe 
the  rate  of  inerease  from  that  of  a  condition  of  campet 
or,  by  beconimg  ezoeseive,  it  may  bring  population  d 
with  great  rapidity.    We  have,  then,  these  three  grand  condt 
tions  which  Limit  the  propagation  of  the  race,  of  whieh  two 
can  only  operate,  by  debasing  and  perverting  the  bodily 
powara  of  man;  the  tbird  adds  to  his  dignity,  soeim 
physieal  well-being,  promotes  industrial  activity,  q 
liahes  the  atatft.    There  can  be  no  question  towards  wlüch 
the  effort  of  the  moralist  and  teacher,  or  the  sauetiuns  of 
the  Btateaman  and  Jurist,  sbonhl  be  direr 

to  the  latter  ü  greater  proportion  of  marriages  and  birth»,  we  find  fluni  fjiUitig 
off  in  niortnlity.  And  what  h  true  of  MaÄsaeliufletts  protrably  holds  tme 
throughout  the  United  State«,  Of  counse,  thts  diminfohed  mortaüirjr  h  in  jüirt 
aooounted  Tot  by  Ihe  lkct  before  remnrked  lipon,  that  their  aged  and  %Mi 
menibera  wsre  left  at  honie  wlieu  the  emigsation  took  place. 
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We  have  thus  far  spoken  of  the  reproductive  forces  with- 
out  recognizing  the  difFerences  originating  in  diversities  of 
climate  and  ethnical  stock.  These  unquestionably  exist, 
and  greatly  modify  the  facts  of  propagation ;  but,  as  they  are 
local  and  peculiar,  we  shaU  enter  upon  no  discussion  of 
them. 


CHAPTER  XH. 

IMPORTANCB  OP  A  BIGHT  CONSUMPTION. 

This  has  been  already  shown  by  the  light  of  our  definition 
of  consumption.  It  has  all  the  importance  which  belongs 
to  the  science  itself. 

Consumption  makes  use  of  the  wealth  which  production 
has  brought  about  with  all  the  world's  industrial  energy. 
It  deterinines  how  each  appreciable  atom  shall  be  applied : 
whether  to  degrade,  or  to  elevate ;  whether,  like  fruitful 
sced,  to  re-appear  in  harvest,  or,  like  a  virulent  acid,  to 
destroy  the  very  vessel  in  which  it  is  placed ;  whether  to 
set  forth  the  humble  household  of  the  laborer,  or  to  gleam 
a  moment  in  the  halls  of  revelry ;  whether  to  feed  a  thou- 
sand  workmen  on  the  temple  of  national  industry,  or  to 
melt  out  of  sight,  like  Cleopatra' s  jewel,  in  wanton  luxury. 

All  the  moral  and  social  interest  that  belongs  to  wealth, 
belongs  to  its  use ;  for  as  that  is  right  or  wrong,  healthful 
or  hurtful,  so  wealth  itself  is  a  blessing  or  a  curse ;  so  sci- 
ence should  strive  after  it  with  earnest  efforts,  or  guard 
against  with  the  same  wise  precaution  and  thorough  research 
which  keep  out  the  plague. 

There  is  a  right  consumption  of  wealth  that  would  bring 
comfort,  health,  and  education  within  the  reach  of  every 
human  being  not  born  incapable  of  receiving  them ;  that 
would  make  poverty  impossible  on  the  earth ;  that  would 
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dispense  with  half  the  inducements  to  crime ;  thst  would 
beautify  every  home,  and  lighten  evcrr  work.  It  maj  not 
be  wi*e  to  expect  tbe  quick  attainment  of  such  a  result,  or 
worth  while  to  prepare  our  roljes  for  such  an  ascension  of 
bumanity ;  but  just  as  far  as  the  consumption  of  wealth  can 
be  aflected  by  human  laws,  or  customs  and  agreemeuta,  in 
so  far  may  tliis  end  be  approached  in  every  day  of  time.  It 
18  only  one  part  of  this  possibility  at  whicb  tbe  poet  looked, 
when  he  said :  — 

"  Were  half  the  power  tkat  ffllt  die  world  with  terror, 
Were  half  the  wealth  bestowed  on  campa  and  oonrta, 
Given  to  redcem  the  human  mind  from  error, 
There  were  no  need  of  anenals  and  forte." 

The  mind  can  hardly  lift  iteelf  to  see — 

"  What  might  be  done,  if  men  were  wiae." 

Yet  political  econömy  is  a  "  dismal  Bcienee,"  indeed,  if 
wc  cannot  look  on  to  the  gradual  amelioration  of  our  human 
condition,  not  by  miracle  from  the  earth  or  the  air,  but  by 
a  wiser  use  of  wealth,  for  kind  purposes  created  and  be- 
ßtowcd,  — 

"  All  slavery,  war&re,  lies  and  wrongs, 
All  vice  and  crime  might  die  together; 
And  wine  and  com, 
To  each  man  born, 
Be  free  as  warmth  in  summer  weather." 

Not  only  does  all  the  advantage  of  present  or  aecumulated 
wealth  dei>end  ©n  the  use  made  of  it  in  consumption,  but 
the  very  existence  of  future  wealth  is  deeided  on  the  same 
ground. 

We  have  said  that  wealth  has  its  generations.  The  life 
of  man  is  brief,  but  he  outlives  property.  A  few  articles  of 
value  may  endure  for  centuries ;  but,  in  the  average,  their 
term  iH  very  short.  Simply  by  wear  and  tear,  the  earth 
would  be  left  destitute  in  a  few  yöars,  if  no  provision  were 
made  for  reproduetion.  Our  kind  is  placed  on  the  verge  of 
such  a  chance,  and  can  never  go  away  from  it.     The  dreary 


CHAP.  Xn.]  RIGHT  CONSUMPTTON.  467 

desolation  of  many  nations  illustrates  the  tremendous  pos- 
sibilities  that  lie  in  the  use  made  of  wealth. 

We  are  accustomed  to  things  as  they  have  been.  It  is 
difficult  to  appreciate  even  that  which  we  know  might  be. 
There  is  no  economical  reason  why  every  people  011  the  face 
of  the  earth  should  not  be  rieh,  prosperous,  and  independ- 
ent ;  every  person  free,  comfortable,  ambitious,  with  plenty 
at  hand,  and  every  thing  to  hope  for.  As  it  is,  the  homes 
of  competence  or  decency  are,  the  world  over,  hardly  more 
than  islands  struggling  up  from  the  ocean ;  a  few  spots  re- 
deemed  from  misery  and  ruin. 

This  advance  towards  economic  good  is  not  a  piece  of 
work  to  be  paid  for  only  when  finished.  If  the  grand  result 
seems  hopelessly  distant,  every  step  towards  it  does  yet  re- 
ceive  its  reward ;  every  effort  brings  something  of  fruition. 
No  government  or  individual  conforms,  for  a  single  act,  to 
right  principle8  of  eonsumption ;  but  the  Community  gains 
palpably  by  it :  perhaps  the  "  last  straw  "  of  taxation  is  re- 
moved,  or  a  capitalist  ofFers  employment  to  a  starving  work- 
man. 

There  have  been  efforts  to  restrict  political  economy,  so 
that  it  should  have  no  occasion  to  ask  these  questions ;  to 
cut  off  all  that  view  which  looks  out  on  the  field  of  repro- 
duetion ;  to  shut  up  our  inquiries  to  the  immediate,  present 
creation  of  wealth,  its  exchange,  distribution,  and  consump- 
tion,  without  regard  to  ultimate  effects,  and  considering 
one  article  of  value  as  equally  commendable  with  any  for 
which  it  will  exchange.  Such  a  mode  of  treatmenti  prac- 
tically  detaches  the  department  of  consumption  from  the 
science. 

A  sagacioüs  and  generajly  correct  writer*  has»  even  gone 
so  far  as  to  announce,  "  if  a  laborer  is  willing  to  work 
all  day  for  a  quart  of  whiskey  to  get  drunk  upon,  political 
economy  does  not  question  his  wisdom." 

It  is,  of  course,  within  the  discretion  of  any  author  to 
*  Mr.  Newcombe,  in  hie  "Financial  Policy." 
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owufiüe  bis  inquirie*  so  narrowly.  aj*d  10  erect  tbem  inio  a 
eoujtisteut  eysttrxn :  but  such  a  srciesn  will  bare  link*  af  liai 
interest  whfch  attacbes  10  a  s-cbeme  thst  oc-aisiders  tbe  in- 
duütrial  interefcts  of  man  as  a  whol£.  and  for  aB  üxae.  It 
mar  be  a  jsciexice  of  political  eeouomy.  but  not  ibe  scaence, 
a*  we  choose  to  regard  iu 

If  the  laborer  expends  his  day~s  eaniiugs  on  a  quart  of 
whi^key.  he  will,  most  likely.  be  disabled  one  dar  afoer.  Tbc 
aecouiit  witb  society  will  stand,  at  tbe  close  of  the  s&eoond 
dar.  as  follows :  one  dar*»  work  doLe.  of  which  tbe  emjioyer. 
and  consequently  society.  lias  the  adrantage ;  no  wagcs  laid 
up ;  sometliing  taken  off  tbe  healtb  of  tbe  laborer,  and  tbe 
order  of  tbe  Community.  But  if  the  earuings  are  spent  00 
tools  or  the  education  of  seif  and  family.  or  on  personal 
Support,  tlie  aecount  will  read  quite  otherwise :  two  days* 
work  done,  of  which  the  employer  and  society  obtain  the 
adrantage ;  two  days'  wages  in  the  hands  of  the  laborer,  to 
be  applied  to  the  rearing  of  a  useful  and  self-respecting 
family,  to  the  maintcnance  of  gorernment,  to  the  increase 
or  perfection  of  tools,  or  to  wholesome  enjoyment  and  cul- 
ture. 

It  is  not,  of  course,  possible,  that,  from  a  moral  stand- 
point,  there  can  be  any  question  as  to  the  importance  of  a 
right  consumption ;  but  does  not  the  same  interest  attach 
to  it  in  the  light  of  political  economy,  considered  merely  as 
sceking  to  effect  the  largest  production,  and  the  most  bene- 
ficent  distribution  of  wealth  ?  Wö^äo  not  ask  whether  such 
inquiries  cannot  properly  be  received  into  the  science,  but 
whether  any  scheme  can  be  respectably  complete  which  does 
not  embrace  them.  It  must  not,  of  course,  look  at  any 
question  in  a  purely  moral  light.  Yet  the  two  interests  will 
not  be  found  widely  and  permanently  apart.  Political 
economy  has  for  its  end  the  economic  good  of  society  on  the 
whole,  and  in  the  long-run.  It  does  not  limit  itself  to 
taking  a  section  of  the  trunk.  It  is  content  with  nothing 
but  the  whole  tree,  and  alive  at  that. 
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We  have  used  a  phrase  which  explains  itself,  and  which 
has  alrcady  received  various  illustrations  in  what  haa  gone 
before.  But  it  may  be  worth  while  to  fix  and  detain  in 
positive  shape  the  general  impression  we  have  öf  it. 


WHAT  IS  THE  ECONOMIC   GOOD  f 

1  It  is  that  application  of  the  industrial  faculties  to  the 
agencies  of  matter  which  will  bring  out,  easiest  and  füllest, 
the  satisfaction  of  those  desires  which  are  healthful  and 
harmonious  in  the  nature  of  man. 

Does  this  iinply  the  satisfaction  of  the  greatest  amount 
of  desires,  if,  indeed,  they  can  be  thus  spoken  of  in  aggre- 
gation  ?  Not  necessarily,  by  the  terms  of  our  defftiition ; 
yet  practically  we  believe  it  is  true,  that,  taking  in  all  of 
life  and  the  whole  of  society,  a  greater  satisfaction  will  be 
obtained  by  ministering  to  those  desires  which  are  natural 
and  reasonable,  than  by  catering  to  artificial  tastes,  depraved 
appetites,  and  violent  passions. 

Does  it  imply  the  greatest  possible  creation  of  values  ? 

Again  we  say,  not  necessarily ;  and  yet  it  is  undoubtedly 
true,  that  there  is  no  surcr  way  of  securing  the  best  satis- 
faction of  the  greatest  amouirt  of  desires,  than  by  striving 
for  the  aecumulation  of  the  largest  possible  wealth.  There 
may  be,  will  certainly  be,  a  portion  of  such  wealth  that  does 
not  tend  to  improve  its  possessor,  either  as  to  character  or 
condition ;  there  will  be  a  portion  that  will  not  reeeive  ite 
best  application,  either  morally  or  economically,  just  as  the 
nourishing  rain  falls  not  less  on  the  streams  that  do  not 
need  it,  and  on  the  stony  ground  that  will  not  profit  by  it, 
than  upon  the  grass  and  the  grains  that  are  thirsty  for  it, 
and  will  repay  it  in  a  plentiful  harvest.  But  this  is  the  way 
of  earth.  If  human  laws  and  insti^utions  do  not  interfere 
to  prevent,  the  natural  order  of  thiugs  will  be  sure  to  bring 
out  the  best  physical  condition  of  mankind,  through  the 
greatest  creation  of  values. 
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It  will  be  observed,  that  this  definition  of  the  economic 
good  raquires  an  equitable  distribution  of  wealth,  since  the 
desires  of  one  can  be  but  poorly  satisfied  out  of  the  posses- 
sions  of  another.  We  should  therefore  regard  with  more 
complaccncy  a  certain  amount  of  values,  fairly  divided,  tlian 
a  much  greater  amount  heaped  in  wasteful  and  unjust  ag- 
gregations,  or  bestowed  on  those  that  can  neither  employ 
nor  enjoy  it.  But  this,  again,  we  leave  to  the  Operation  of 
natural  laws,  wh$n  undisturbed  by  legislation  and  prescrip- 
tion,  confident  that  a  better  State  of  things  will  result  than 
can  be  brought  about  by  man's  wisdom. 

To  sum  up,  then :  Although  much  may  be  produced  that 
does  not  satisfy  auy  wholesome  or  lawful  desire  of  man's 
being ;  although  much  inequality  and  injustice  may  take 
place  in  distribution,  which  shall  so  far  neutralize  the  bounty 
of  nature,  and  the  industry  of  man ;  and  although  the 
greatest  wealth  is  not  logically  coincident  with  the  highest 
economic  good, — we  can  yet  accept  the  former  as  the  end 
.and  aim  of  our  science,  satisfied  it  is  in  this  shape  that  the 
latter  is  to  come  to  us. 
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Atkrason,  Edward,  statisücs  of  cotton 
culture,  880. 
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Banks,  mixed  currency,  141,  et  teq. ; 

Suffolk,    164;     savrags',    184-186; 

mixed  currency  favorable  to?  216- 

219;  English  Joint  Stock,  217,  218. 
Bank  of  England,  142,  199,  201,  228, 

247,  292,  868,  et  teq. 
Barter,  121,  122. 

Bascom,  Professor,  quotation,  6, 176. 
Bastiat,  F.,  illustrations  of  value,  9-18; 

quotations,  128.  294. 
Bequest,  laws  of,  871-879. 
Bills  of  exchange,  241-261. 
Book  accounts,  240,  241. 
Bounties,    compared    with    protektive 

duties,  818,  819. 


Buildings,  how  affecting  rent  of  land, 

299-801. 
Burke,  Edmund,  quotation,  28;  lawof 

currency,  230. 

Caibnbs,  Professor,  quotation.  4. 

California,  amount  of  gold  yielded,  214; 
interests  opposed  to  mixed  currency, 
287." 

Capital,  definition,  19;  crowth  of,  19, 
20.  66,  67;  relation  to  labor.  21,  22; 
Office  in  production,  81;  fuller  defi- 
nition, 66 ;  distinguished  from  wealth, 
66,  66 ;  divided  as  fixed  and  circulat- 
ing,  67,  58 ;  distinction  as  productive 
or  unproductive  rejected,  68-60;  co- 
operates  with  labor,  60-76;  the  pro- 
portion  between  them,  60-62;  can 
there  be  a  surplus?  64-66;  import- 
ance  that  it  be  sacred  from  violence, 
66-68;  its  best  distribution,  68,  69; 
freedom  from  petty  restraints,  69-71 ; 
is  created  by  the  ousiness  wnich  re- 
quires  it,  94 ;  is  it  increased  by  issue 
of  paper  money?  207,  208;  or  made 
more  convenient  to  young  men? 
216,  216;  loaned  in  two  forms,  268; 
its  remuneration  to  be  distinguished 
from  profits,  280;  applied  to  land, 
becomes  an  dement  of  rent,  298;  is 
public  debt  capital?  865,  856;  must 
De  reproduced,  882,  444 ;  wealth  un- 
productively  applied  not  capital,  886; 
relation  to  population.  447.  458,  459. 

Charity,  its  place  in  political  economy, 
411, 412;  discussed,  412,  et  teq.;  how 
far  can  fictitious  employment  oe  sub- 
stituted?  406,  407. 

Circulating  capital,  67,  68. 

Circulation  of  mixed-currency  banks, 
141^146,  209;  fiuctuations,  161,  282. 

Coal,  importance  of  its  proximity  to 
iron  ore,  94,  95. 
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Cobden,  his  French  treaty,  118,  114; 

opinion  of  mixed  currency,  228. 
Coinage,  pecaliar  adaptation  of   gold 

and  silver,  127;  discussed.  130,  181; 

what*  gorernment  really  aoes  by  it, 

170-172. 
Colwell,  Stepben,  his  estimate  of  secu- 

rities  in  the  United  States,  214. 
Congress  of  nations,  437-440. 
Consolidation  of  national  debt,  841-846. 
Consumption,  place  in  the  science,  28, 

60,  67;   mistaken  consumption,  72, 
/  78, 363-386 ;  how  consumption  comes 

into  relation  with  production,  76,  76 ; 

mischievous  consumption  sbould  be 

taxed,  311,  320.  821;  to  what  extent 

consumption  snould  be  taxed,  313, 

314;  consumption  discussed,  380,  et 

$eq. 
Contraction  of  mixed  currency ,ihow  ef- 

fected,  167-169;  illustrated,  161, 162, 

168. 
Contractu,  effects  upon  them  of  credit, 

134,  136;   of  mixed  currency,  166- 

174,  181-188. 
Convertibility  of  currency  distinguished 

from  redeemableness,  140,  141;  of 

different  kinds  of  currency,  232. 
Cooke,  Jay,  his  pamphlet  on  National 

Debt,  868-362. 
Co-ojH-ration  of  labor  (see  Division  cf 

Labirr),  64-71. 
Co-operative  associations.  274-279. 
Corporation«,  not  generally  so  effective 

as  partnerships,  69. 
Corporate  foreign  indebtedness,  846. 
Cot  ton,  relation  to  gold,  128;  how  af- 

fected  by  mixed  currency,  206-207; 
,  propriety  of  export  or  excise  duty, 

827-830. 
Credit  currency,  defined.  124 ;  discussed, 

131-138;  is  it  capital?  207;  rtsumt, 

232. 
Credit»,  should  they  be  taxed?  838, 389. 
Culture  economic,  field  of  this  agency, 

71-76. 
Currency,  defined,  124;  its  four  kinds. 

124,  126;  are  deposits  currency?  161 

-163 ;  are  bills  of  excbange  currency  ? 

249-261. 
Customs,  frauds  in,  119,  120.  818;    a 

mode  of  taxation,  812;    discussed, 

812-818. 

Dkbt,  evidences  of,  240-261;  national, 
consolidation  of,  841-346;  fallacies 
respecting,  363-362,  410,  411;  indi- 
vidual,  aßected  by  credit  currency, 
132;  by  mixed  currency,  166-174, 
181-183. 

Deferred  income,  324,  826. 

Deposits,  141,  146;  analyzed,  148-164; 
under  mercantile  currency,  231,  282; 
inercased  by  usury  laws,  292. 

Destruction  of  wealth,  78,  880. 

Direct  taxation,  312. 

Discount,  its  limits,  97,  n. 


Distribution,  its  place  in  the  science,  SS; 
discussed,  262-379,  469,  470. 

Dividend«,  how  classed,  287,  288. 

Division  of  labor,  its  place  in  prodne- 
tion,  81;  illustrated,  82-84;  advmn- 
tages,  34-89;  limitations,  40-43;  dis- 
advantages,  48-52;  the  balance  cast, 
63,64;  ntacsuf,  252. 

Education,  public,  402, 440-448 ;  of  the 
laborer.  anecting  wages,  262,  448; 
especially  woman's  wages,  265. 

England,  agricultural  da»,  47,  809; 
corporations,  69 ;  compared  witn.  Bra- 
zil,  81 ;  protection,  90,  860;  valne  of 
land,  96,  96;  emigration  caused  by 
American  protection,  99;  trade  witn 
United  States,  111,  245;  depreciatioa 
of  Napoleonic  money,  185;  currency 
described,  202-205,  226,  227;  ex- 
change  with,  247-249;  lmpoverish- 
ment  of  masses,  369J170 ;  mischievous 
consumption,  892  r  pauperage,  412, 
416-418;  public  education,  440; 
causes  of  "over-population,"  456, 
467. 

Entail,  875-879. 

"  Entrepreneur,"  279. 

Ethnical  characteristics,  anecting  man- 
ufactures,  27;  trade,  81;  consump- 
tion, 451. 

Europe,  rent,  294;  improvements  of 
soü,  299;  financial  System,  868,  et 
seq.;  luxury,  891;  aggregate  reve- 
nue,  406. 

Exchange,  its  place  in  the  science,  22, 
28;  a  form  of  production,  29-81;  ori- 
gin,  77;  principles  of,  78-85;  ob- 
struetions,  85-117;  international  bal- 
ances.  117-120;  instrumenta  of,  121- 
251;  bills  of,  241-249;  are  they  cur- 
rency? 249-251;  fictitious  (Dank)» 
caused  by  usury  laws,  291,  292. 

Excise,  319,  820. 

Expansion  of  mixed  currency,  how  ef- 
fected,  166;  167;  illustrated,  161, 162, 
179 ;  affeetmg  manufactures,  191, 192 ; 
affecting  wages,  profits,  &c,  802-806. 

Exports,  origin,  79,  80;  relation  to  Im- 
ports, 117-120;  taxation  of,  325-880. 

Export  of  American  cotton,  828;  of 
American  Stocks,  847-850. 

Fallacies  respecting  protection,  101- 
108;  mixed  currency,  207-228;  for- 
eign  indebtedness,  860-358;  national 
.   indebtedness,  358-362. 

Fawcett,  Professor,  quotation,  77;  his 
aecount  of  co-operative  associations, 
274-279. 

Fertility,  an  element  of  rent,  297,  298. 

Fisheries,  a  branch  of  agriculture,  26. 

Fixed  capital,  57,  68. 

Foreign  indebtedness,  its  interest  in* 
cluded  in  balance  of  trade,  120. 

Foreign  exchange,  248,  *t  #e£. 
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France,  conflict  of  capital  and  labor,  22; 
injustice  to  capital,  67,  68;  beet-Toot 
culture,  102,  108;  commercial  treaty 
with  England,  113,  114;  revolution- 
ary  money,  135;  trade  with  United 
States,  national  debt,  856,  862; 
growth  of  manufactures.  394;  pri- 
vate frugality,  394;  public  extrava- 
gance,  896;  its  war  System,  461. 

Free  institutions  not  suited  to  protec- 
tive  policy,  109,  HO. 

Free  banking,  230,  281. 

Freedom  essential  to  secure  just  waget, 
255;  just  profits,  281. 

Friendly  societies  of  Great  Britain,  269- 
271.  416. 

Frugality,  20,  445 ;  affecting  wages,  262. 
263;  dependent  on  sacredness  of 
property.  289,  450;  examples  of  pub- 
lic frugality,  296,  404. 

Funding,  its  origin,  866. 

Gknoa,  trade  and  decline,  64;  bank  of, 
226. 

Gibbon,  quotation,  884,  896. 

Gold,  properties,  127-180;  relations  to 
credit  currency,  132 ;  sufflciently 
plentiful  for  commerce,  218-215. 

Government,  influence  on  economic  de- 
sirea,  74;  claim  in  distribution,  264, 
449 ;  a  copartner  in  production,  807, 
308;  necessity  for,  401,  402. 

Government  bonds,  taxation,  389-846; 
exportation,  847-350. 

Great  Britain,  estimated  wealth,  63; 
currency,  202-205 ;  abolition  of  usurv 
laws,  290;  import  of  breadstuffs,  ef- 
fect  on  rent,  298;  taxation,  818,  820, 
821 ;  consolidation  of  debt,  844,  847 ; 
financial,  861-371;  primacy  in  man- 
ufactures  threatened  by  France.  898; 
luxuriou*  consumption,  894;  cnurch 
establishment,  402;  public  expendi- 
ture,  406. 

Health,  affected  by  employments,  43- 

49 ;  risks  to,  affecting  wages,  261. 
Holland,  reason  for  commercial  enter- 
•  prise,  28;  pauperism,  412. 

Immediate  distinguished  from  ulti- 
mate  resources  in  bank  accounts, 
140,  145,  147;  are  Stocks  included? 
168, 154. 

Imports,  origin,  79,  80;  relation  to  ex- 
port8,  117-120;  how  related  to  pro- 
tective  duties,  193-195;  to  mixed 
currency,  196,  196;  to  rent,  298;  of 
foreign  matcriel  in  war,  424. 

Incomes,  affected  by  credit  currency, 
183;  by  mixed  currency,  221-231, 
806. 

Income  tax,  322,  889 ;  political  consid- 
erations,  888. 

Indebtedneas,  discharged  in  currency, 
löö;  national  (United  States),  its 
consolidation,  341-346;  fallacies  re- 


specting,  858-362 ;  national,  relations 
to  modern  financial  System,  869 ;  for- 
eign national,  interest  included  in 
balance  of  trade,  120;  economy  of, 
846-353. 

India,  rebellion  in,  affecting  trade,  83; 
affected  by  rebellion  in  the  United 
States,  68;  distance  of  coal  from  iron 
ore,  96 ;  cotton  culture,  328. 

Indirect  taxation,  812, 314, 365, 368, 869. 

Individual  opposed  to  public  or  corpo- 
rate enterprise,  40,  60-62,  69,  408, 
404,  407-410,  414,  419.  (See  Co- 
operation and  Division  of  Labor.) 

Infancy  of  man  ufactures,  argument  from, 
101, 102;  sophistry  of  tue  argument, 
108, 104. 

Inheritance,  laws  of.  871-879. 

Interest,  how  related  to  mixed  currency, 
196-201,  220,  802-306;  in  England, 
204;  its  place  in  distribution,  268; 
discussed,  288-294. 

Invention  facilitated  by  divisiön  of  la- 
bor, 35,  86;  requiring  increase  of 
capital,  448. 

Ireland,  cause»  of  her  decline,  63,  64; 
cause 8  of  emigration,  104 ;  famine  of 
-1847,  effect  on  finances,  199;    cur- 
rency, 202,  228;  pauperism,  420. 

Iron,  manufacture  in  the  United  States, 
93-101 ;  period  of  its  use,  129. 

Jewish,  only  race  not  deterred  from 
gain  by  persecution,  68. 

Labor,  defined,  18;  work  of  slaves  not 
labor.  18,  19;  relation  io  capital,  21, 
22;  aivision  of,  81-64;  co-operation 
with  capital,  60-71;  proportion  to 
capital,  60-66;  productive  or  unpro- 
ductive?  71-78;  classified,  268,  264; 
combinations.  269-71. 

Land,  the  founaation  of  rent,  296;  ap- 
pendages,  299-301. 

Learning,  economic  relations,  74;  affect- 
ing wages,  262;  as  a  form  of  con 
sumption,  397-899. 

Legal  tender,  when  unjust,  182-138; 
how  far  just,  170-172;  national-bank 
currency,  how  far  legal  tender,  284. 

Legislation,  relations  to  wealth,  1,  2,  4, 
6;  when  mischievous,  69-71;  in  a 
free  government  fatal  to  protection, 
109,  110;  does  not  determine  the 
value  of  money,  181 ;  cannot  control 
premium  on  gold,  182;  can  itrestrain 
the  issue  of  credit  currency?  184- 
186 ;  can  it  regulato  mixed  currency  ? 
219,220. 

Levi,  Professor,  quotation,  68 ;  estimates 
revenues  of  Great  Britain  from  dis- 
advantageous  consumption.  820,  821: 
estimates  contribution  of  the  several 
classes,  870. 

Licenses,  a  mode  of  taxation,  821. 

Life,  affected  by  employments,  48-49; 
its  ri&ks  affecting  wages,  260. 
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Locnf  rtfflt,  2»fl. 

Luxtiry,  (I  :l«B;  rclation»  to 

;ree  üft 
302-307,  149,  4&Q;  relallun  to  popu- 

Lutea,  4flO. 

Mhkimü-  i,84, 

Mnllli-i*.  hii  lln-orv  ul  populatlon,  463, 

**  Mf . 

Manufhctuvca,  tlietr  producta  tend  to  de- 
i    in  vn)»t\  14,  IC;   a  tonn  of 
productJon,  -G-3Ö;  law  of  thtJf  diflu- 
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t~l$2. 
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ii,  308. 
Mining,  *  branch  of  ngriculture,  r»7 
Mi-i>.  n,    72,    TS  i    dta- 
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Sterforra  th«  fuaction  ofmoaey?  156- 
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j-ardin^  »,  2«7  223;  rlivapncM,  *JÜ8- 
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m  Ii»  im-  of  dUtributioa,  S93-80€j  ne»- 
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S-315*,    Iti  n.'lnlione  to  a 
•tat«  ol'  war,  €21-494. 

tv,  n -[iiiirms  to  polEtfcal  economy, 
301-3113,  44i>-4fit,  4St,  403. 
Mural  power.  it*i  wai-cs,  206-308. 

^p,  «uould  lEey  be  taxed  ?  88T- 

Muriruain,  871-378» 

NATMW.UvMAKit  nystem,  compared  with 
Hu  ritaie-bank  -  340. 

National  taxation,  defincd,  811;  di*- 
cnaaed,  813-380'  how  ssppleinented 
by  State  taxation,  33Ct  887;  debt, 
841-34&,  U&S-S82,  410,  411. 
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10. 
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Rates  of  interest,  196-201 ;  of  exchange, 
246,  247 ;  of  profits,  283,  284. 

Rent,  an  apparent  anomaly,  17 ;  how  af- 
fected  by  credit  currency,  138 ;  place 
in  distribution,  253;  discussed,  294- 
802;  affected  by  currency  inflation, 
802-306. 

Reproduction  (human),  chiefly  through 
agriculturet  25,  47-49;  how  affected 
by  destitution,  luxury,  &c.,  458. 

Reproduction  of  wealth,  76,  76,  877. 

Reproductive  consumption.  444,  et  seq. 

Retaliation  in  commercial  legislation, 
112-114. 

Revolution,  American,  vast  transfers 
without  equivalent,  184,  135;  debt 
incurred,  363;  expense  to  England, 
866. 

Ricardo,  his  theory  of  rent,  898,  n. 

Rome,  money,  126;  luxury,  896;  pau- 
perage,  418. 

SAyiNos'  banks,  relations  to  mixed  cur- 
rency, 184-186;  character  of  deposi- 
tors,  368. 

Scotland,  currency,  202, 208, 228;  public 
education,  442,  448. 

Sex,  distinction  made  in  wages,  263- 
265. 

Shoe  trade  of  the  United  States,  104. 

Silver,  properties  of,  127-180. 
%    Small  notes,  228,  229. 

Smith,  Adam,  pin-making  in  his  time, 
84 ;  distinguishes  between  productive 
and  unproductive  labor,  71-78;  the- 
ory of  cneap  currency,  211,  212 ;  defi- 
nition  of  wages,  256;  pnnciples  of 
taxation.  808-310. 

Smith,  J.  Y.,  quotation,  190. 

Social  condition,  affecting  trade,  81,  88. 

Specific  duties,  812,  818. 

Speculation,  affects  wa^es  differently 
from  other  commodities,  257,  258. 

Spirits,  taxation  of  in  Great  JBritain, 
320,  821. 

Stamps,  a  mode  of  taxation,  821. 

Standard  of  value,  what,  128,  169-72; 
does  a  mixed  currency  act  justly  as 
such?  172-184. 

State  taxation  (American),  discussed, 
831-889. 

Stocks,  held  by  banks,  148;  not  imme- 
diate  resources,  153, 154. 

Strikes,  272,  273. 

Subsistence  (human),  nature's  provision, 
875-377 ;  relation  to  population,  452, 
et  teq.        %     . 

Suffolk-bank  System,  164. 

Sumptuary  laws,  discussed,  899-401. 

Surplus  production  necessaiy  to  trade, 
83. 

Suspension  better  than  severe  contrac- 
tion  with  mixed  currency,  168,  220, 
221. 

Tabiff,  history  of  American,  115-117, 
192-196. 


Taxation,  place   in  distribution,  254; 

discussed,  806-339;    of  government 

bonds,  840-845. 
Tea,  taxation  in  Great  Britain,  818. 
Tender,  legal,  132-138.  170-172,  284. 
Territorial  division  of  labor,  81-86'. 
Territorial  endowments  affecting  manu- 

factures,  28;  trade,  80;  government 

expenditures,    404,    405,   460,    461; 

amount  of  capital,  447. 
Tobacco,  once  legal  tender  in  Virginia, 

126;  taxation  in  Great  Britain,  820, 

821. 
Trade,  relations  to  exchange,  77,  78  (see 

Exchange);  balance  of,  117-120. 
Trades'  unions,  271,  272,  415. 

United  States,  estimated  wealth,  62, 
63;  iron  manufacture,  98,  101,  103; 
Immigration,  99;  shoe  manufacture, 
104;  true  economical  interests,  114- 
117;  prosperity  attributed  to  mixed 
currency,  212,  213;  national-bank 
System,  238-240;  rents,  294;  taxa- 
tion, 807;  unnecessary  losses  during 
rebellion,  187,  188;  rapid  depletion 
in  1864-65,  350;  railroads,  884;  pub- 
lic education,  402;  public  expendi- 
ture,  405 ;  pauperism,  412,  418,  419. 

United-States  Bank,  control  of  interest, 
198;  of  exchange,  247. 

Usury  laws,  290-298. 

Utility,  distinguished  from  value,  14-17. 
« 

Value,  Xts  elements,  8;  illustrated,  9- 
18 ;  distinguished  from  Utility,  14-17 
(see  Standard  of  value);  a  property 
of  gold  and  silver,  127, 165, 166 ;  its 
laws  do  not  control  mixed  currency, 
155,  156;  distinguished  from  price, 
175,  176. 

Value-currency,  of  two  kindst  124, 126; 
how  regulated,  180,  181;  is  it  more 
expensive  than  mixed  currency?  208 

Venice,  trade  and  causes  of  decline,  64 ; 
hostile  commercial  legislation,  118. 

Wages,  affected  by  protektive  legisla- 
tion, 118;  classified,  253-255;  dis- 
cussed. 256-265 ;  second  Classification, 
266 ;  discussed,  266-268 ;  a  temporary 
rise  in  wages  affecting  profits,  286, 
287;  how  affected  by  mixed  cur- 
rency, 266,  257,  802-806;  variations 
in,  897. 

Wants  (human),  place  in  the  science, 
2-4;  affecting  wages,  255,  256;  the 
spring  of  wealth,  378-390. 

War,  affecting  trade,  83;  affected  by 
trade,  84,  85;  how  far  requires  pro- 
tektive legislation,  110-112;  relations 
to  mixed  currency,  187-189;  to  mod- 
ern financial  System,  869;  the  finance 
of,  422-424 ;  economv  of  war  System, 
425,  et  teq.;  affecting  population, 
461. 
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INDEX. 


Wealth,  defined,  7,  8;  form«  in  which 
created,  24 ;  is  debt  wealth  ?  858-855 ; 
does  it  bclong  to  the  living  or  the 
dead?  871-378. 

Western  States  of  America,  mineral 
wealth,  108;  their  natural  industry, 
114;  how  affected  by  mlxed  cur- 
rency, 205-207;  rent,  800,  801;  ne- 
cesafty  of  taxing  credita,  889. 


Wheat,  price,  how  affected  by  mixed 

currency,  205-207;  by  export  duty, 

825,  826. 
Woman,  her  wages,  268-266;    shonld 

ehe  be  tazed?  809;  largely  depend- 

ent  for  support,  411. 

Tatxax,  J.  Y.,  hifl  Übles  of  currency, 
162. 
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